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THE NATIONAL CENTER MISSION STATEMENT ‘

The National Center for Research in Vocational Education’s mission is to increase the ability of
diverse agencies, institutions, and organizations to solve educational problems relating to
individual career planming, preparation, and progression. The National Center fulfills its mission
by’
e Generating knoffvledge through research *°
} ' . ¢

. Developi‘ng educational pr:o,grams and products
o .'Evaluating individual program needs and outcomes
) .
e Providing informa_tion for national planning.and policy
¢ |Installing-educational prdgrams and products
e Operating information éystéms and services :

e Condutcting leadership development and training programs
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[ " FOREWORD - RE A

Traditionally vocational education has been geared primarily to preparing students for employment—
" topreparing employees. Yet there is another career path available; students can learn how to set up

and manage their own businesses. They can become entrepreneurs. Those adults who have already

become entrepreneurs can learn the skills necessary to make their businesses thrive.

. ™ N :

Vogational education, by its very nature, is well suited to deyeloping entrepreneurs, It is important .

that entrepreneurship education be developed and incorporated as a distinct but integral part of all

vocational education program areas. A Program for Acquiring Entrepreneurship (PACE) represents

a way .to initiate further action in this direction. ‘ 4

This comprehensive e\ntrepreneuzship curriculum was originally developed by the National Center
for Research in Vocational Education in 1977. PACE has been available for several years in its

' original fo¥m. Testing and feedback from the field, as well as need for updating, were the reasons
for this revised edition of PACE. The revision of this program is testimony to the dynamic nature
of the body of knowledge about entrepreneurship.

The'strength behind this entrepreneurship program is the interest and involvement of the f ofl‘owing
educators and entrepreneurs, the revision authors: ~ \
Author PACE Unit \

Dr: James Burrow Planning the Marketing Strategy

+

Mr, Richard Clodfelter
Virginia Polytechnic¢ Institute

* Dr. Rod Davis

Ball State University

»

Dr. Vivien K. Ely
Virginia Commonwealth University

Ms. Lee Hakel
Organizational Research and Development,

Dr. Donald Kohns
University of North Dakota

University of Northern Iowa Promoting the Bgsiness .,
) . Mr. Gary Bumgarner GComplying with Government Regilations \
~ Mountain Empire Community College . Locating the Business

-

Managing the Business
Protecting tHe Business

Financing the Business
Managing Human Resources |/

Developing the Business Plan
Obtaining Technical Assistance

Managing Human Resources

A . |
Managing Customer Credit and Collections :
Managing the Finances

N
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Author PACE Unit ° "

D

Dr. Carolyn G. Litchfield Dealing with Legal Issues

Memphis State University Keeping the Business Records

Ms. Patty Russell Determining Your Potential as an £ ntrepreneur
Patty Russell Mar}teting Media Company Understanding the Nature of Smdll Business v
Mr. Dan R. Spillman ‘ Choosing the Type of Ownership

The Ohio State University - ' Managing Sales Efforts

0,
Special recognition is extended to M. Catherine Ashmore, Research Specialist, and Sandra G. Pritz,
Program Associate, who directed this effort. Appreciation is also €xpressed to Linda A. Pfister,
Associate Director, and to the many National Center staff members and consultants who assisted
on the project. :

We appreciate the extensive efforts of all involved in revising PACE to reflect the most comprehen-
sive approach available for entrepreneurship education. The possibilities for use of this curriculum
at‘(hree different levels of experience add further challenge fot leadership among vocational educa-
tors at the secondery, postsecondary, and adult levels.

[4 .
\

Robert E. Taylor

Executive Director ”

The National Center for Research in
.Vocational Education

.
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~+ INTRODUCTION TO PACE (Revised)

-

‘A Program for Acquiring Competence in Entrepreneurship (PACE) is a'modularized competency-
based program of instruction. PACE evolved out of the need for new materials to assist in the
- development of entrepreneurs and the need for a flexible and adaptable program geared to a variety . -—
of student requirements, educational settings, and stages of.individual career development. Several
* premises influenced the development of PACE: )
1. Entrep‘reneurship education is basically lacking in our schools. The entrepreneurship education
that does occur is infused into existing courses and programs in the vocational disciplines,

‘ 2. Generally, educators prepare individuals to be employees, fiot employers. There is a need f<;r a )

’ . program to help educate students to beemployers.
. . C .
3: Career education has done little to acquaint individuals with entrepreneurship as a career
option. . o
' 4, The content of an instr'uctional program must be based on research findings. . . @

\

5. Certain learnings are generic and basic to entrepreneurship regardless of the type of business.
] There are ‘also some specialized tasks required by each type of business.

6. Training to be an e;xtrepreneur includes preparation in three major areas: (1) awareness of
what it takes to become an entrepreneur, (2) knowledge of what is needéd to establish a busi-
ness, and (3) application of entrepreneurship principles to organizing and managing a business.

7. Established and available instructional materials from governmental and reputable commercial
publishers provide the major resource for day-to-day classroom instruction.

8. An instructional program is useful only if it is flexible enough to.be used in a variety of learn-
ing settings. ' ’

. \ A .
*9. Instructional materials must be adaptable to a variety of tea.cg.ng/leaming'styl&s. ,

-

10. Aviable instructiona! program includes materials adequate for instructor/student planning, °
/) and also resources for student learning. : ‘
11

Learning is best accomplished when it is a protess of progression from the simple to the com-
plex and’ when it meets present student needs.

- S
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Each level of PACE has a set of instructional units. The units déal with a competency or a set of
competencies. Each unit is learner centered with.opportunities ?*Q%instructor enrichment and
facilitation. All units are self-contained and are independent of eath other. They are, however,

se%yénced in a logical progression of topics for a person considering entrepreneurship. All units

follow the same format and include the following: . " : ) L
. 3 s

; o Objectives ~ -

e Preparation -
N + . o QOverview
o Content

L4 ACtiVitieS-

e Assessment

¢ Notes and sources
PACE is availableat three levels of learning. Each level progresses from simple to complex concepts.
The three levels of learning pattern is based on the belief that student achievement is greater when
learning is sequenced from basic, fundamental concepts to more advanced, complex skills in an
organized fashion and when it meets the present needs of the students. The three levels of PACE
are described in the following chart.

Three Levels of PACE
Level 1 An introduction or orientation to entrepreneurship toﬁics; allows students to
- become familiar with the concepts involved and to develop an awareness of
. entrepreneurship as a career option. s
Target audience: secondary level
' Possible settings: vocational programs
’ career education courses
Length of units: approximately one_hour of class time ‘.
. » N
. Reading level: 7Tth grade .
Activities: short-term application activities , i
’ ~ o
&
_U - w [}
[] 4
2
> J’ ij_ M ‘
. ¢
L3 \ ) .




Level 2 L

v -

An opportumty to learn about and try out entrepreneurship id eas enough to

S make a preliminary assessment of how they relate to personal needs. Knowledge

‘oriented; detailed explanation of the principles. Planning oriented; how to find
information and use techniques. Venture oriented; encouragement for dreaming -
about or for creating a possible future business. )

* Target audience: advanced secondary level

3

beginning postsecondary level
adults thhout prevmus knowledge aboyt the area

Possible settings: vocational programs

adult education classes /)

all occupationally oriented courses

Length of units: approximately two hours of class time

P Reading level: 9th grade ) RN

Y i .
Activities: applications using existing businesses as sources of information

Level 3

) Target audience: postsecondary level

Possible settings: all occupationally oriented coyrses

t “ i
Length of units: approaﬂ(nately three hours of class time ’

’

Empbhasis on policies and strategies for managing your own selected busmms, skill
building; planning in detail and preparing for iniplementation. Assumes previous
knowledge and experience.

s

- . . N
advanced secondary level .
adults wanting training or retraining for application

o

continuing education

Reading level; 10th grade

* Activities: actual application of a business plan




HOW TO USE PACE |

¢ Although PACE is designed in individualized competency-based units, the depth of your students’
expetience with the program will depend to a large extent on the facilitation and enrichment you
can provide, The materials provide for flexibility in imple ntation—only you can decide how to
use them to best meet the needs of your students, individually and as a group. .

Since PACE is available at three levels (described previously), you may have chosen one or more

levels for yout classroom. If you have individuals in your class who are not ready for the level(s)

you have or who could ko further, you will want to provide supplementary assistance. Additional =~ . ¢
resources listed in the Instructor Guide and in the Resource Guide may be helpful.

It woyld be‘a good idea at the outset to go over the Resource Guide’s directions on HOW TO USE
"PACE with youf students. Here are some supplementary notes for you, based on the materials pro- -
- vigéd in this Instructor Guide: '

® Use the objectives.as a pretest. If a student feels able to meet the objectives before using the .
unit, ask him or her to read the assessment questions and do a self-assessment. Afterward, if
the student feels prepared, go ahead with the assessment.

® Duplicate the glossary from the Resource Guide to use as a handout, if you wish,

’ . o ) “, ey
® Use the teaching outlines provided in this Instructor Guide for assistance in focusing yourgé ‘Wm
teaching delivery. The left side of each outline page lists the objectives with the corresponding

, headings (margin questions) from the init. Teaching uggestions for these topics are listed on -
the right side wherever the authors had a suggestion to include. Space is also available for you A
to add your own ideas. Try to increase student involvement in as many ways as possible to | e
foster an interactive learning process. : : ‘ b ‘
‘Q ’
® Use the transparency masters to help lead class discussions as desired. :
® When your students are ready to do the activities, assist them in selecting those that you feel ) - I
would be the most beneficial to their growth in entrepreneurship. Help your students find out T
. if their responses to objective types of activities are correct. Model activity responses for these . :; f;
- have been provided wherever possible to assist you. . ’ d‘é
® Assess your students on the unit content when they indicate that th@)i;are ready. You may "l

choose. written or verbal assessments according to the situation. Model ¥ésponses to the assess-
ment questions are provided for each unit. While these are suggested responses, others may be
equally valid. Give your students guidance on whether they should g0 on to another unit, ’(f

- v
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. . "+ GOINGMNTO BUSINESS .

A comprehenswe project is provided to )ntegrate all the topical units, and you may wish to involve
students in the all-units project as they move along through the units. This enhances the continuity
of the program. Another alternative is to let this project be the culminating experience at the end -
of the program, which tends to reinforce retention of all the topical areas and to encourage, multi- .
topic apphcatlon of the skills learned. N \

The last portion of the Instructors’ Guide provides a list of selected curriculum resources which
are available to use as a supplement to PACE ¢#Revised). .

Your implemeatation of PACE in your classroom is an important step in increasing the available
" optio your students as they plan their futures. If they. choose to pursue entrepreneurship,
will do so with a heightened awareness of what it entails, increased knowledge and SklllS to
guide their efforts, and a solid basis for- managing their businesses. i P

.
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“\. ' OBJECTIVES OF PACE (Revised) '~ _ = |
v g ) : . /
Unit 1- Understanding the Nature bf Small Business . )

1. Describe the:charactéristics of a small business by type. .

2,- Identify poten‘ti‘al small business 6pportilnities and determine one yon would select to follow.
N * ' L]

3. Desc;ribe the procécs of stattiﬂg a small business,
, /' e

) 4, Degcnbe how supply and demand affect a small busmess ,

. 5. Discuss how competltlon affects small busmes ;- o
6. AnaIyze what ma]or factors wﬂl affect the success or failure of a selected type of busmms

[ .v b . v n . *

Unit 2- Determining your Pétential asan Entrepreneur

I ’ ’ - ¥
1. List your entreptlneurial skills. .. - ’ ’ ’

’

~2. Determine what motives you may have for starting your own busmess

~

3. Evaluate the dlfferent types of business opportunities that relate to your own entrepreneurial
skills. ‘ ¢

4, ‘Identify the best type of lgusiness for your motives and skills.

o . S o
Unit 3 - ﬁgveloping the Business Plan

1. Recognize how a business plan contributes to entrep‘reneurship. .

-

‘2. Review the questions that should be answered in-a business plan.

Unit 4 - Obtaining Technical Assistance

1 Identlfy the technical assistance needed by entrepreneurs.

2. Determme what technical assistance you need.




" Unit 5 - Choosing the Type of Ownership

1. Explain the basic principles of a sole propnetorshlpf, a partnemhlp, a cor oration, a cooperative,
and a franchise. ;} s

‘v

2. Identify the factors that influence thg choice of a type of ownership.

3. Investigate sources of asﬁigtance in choosing a type of ownership. .
- ]
) . ~
A . »

iJnit 6 - Planning the Market Strategy - R . )

1. Explain the “market-oriented” approach to planning.

2. List the controllable factors in each.element of the marketing mix.
8. Justify thexyse of market information and market research in planning.
4. Develop a procedure for identifying target markets and glevelopi_ng a marketing mix.
5. Outline a marketing plan.
Unit 7 - Locatmg the Busmess . : .

———— s —

1. Identify factors that should be considered when selecting sites for specific types of businesses
(retail, manufacturing, wholesale, service).

2. Identify resources available to help entrepreneurs make site selections.

3. Identify factors that should be considered when analyzing a geographic area as a possible loca-
) tion for a business.

4. Determine the steps involved in selecting a business site.

5. Discuss the factors considered in property appraisaj.

Unit 8 - Financing the Business

1. Explain how to determine the different types of costs that must be conmdere(nvhen starting a
new business. .

»

2. Compare the advantages and d{sadvantages of the ;'aripus sources of financing for a new busi-
ness. : .

8. Describe the sources of loans that may be available for financing a new business.
’ \ *

4. Describe the information that must be provided in a loan application package.

5. ' Explain the criteria used by lending institutions to evaluate loan applicants.

1

S e g

-
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Unit 9-- Dealing with Legal Issues

~

1. Describe the major-legal issues faced by eptfei)reneurs.
-
2. Determine when and how to obtain assistance with legal issues.

-

3. Identify major ty_b&s of contracts used by entrepreneurs.
4. Identify the major rights and responsibilities of lesseés and 4essors. L
5

. Identlfy “special contracts used by entrepreneurs (mortgage vs. deeds of trust credlt sales con-
tract, andlong-term sales contract).™

Unlt 10 - Complying with Government Regulatlons )

1. Identify areas of government regulatlon that should be consldered ina busmess plan

2. Compile alist of appropnate governmental agencies concerned with regulations, licenses, and
, permits. N

-
¢

. Unit 11 - Managing the Business

~—Usethedecision-making processto make business decisions.
. Identify steps in the planning process.
. Identify organizational tools for a small business.

2
3
4. Identify coptfol' procedures that can l:e used by a business.
5

. Identify time management techniques.  __ .

Unit 12 - Managing Human Resources . e
1. Identify the steps involved in hiring employees.
Describe the procedures for developing a training program.

Explain various styles of management

Y
»

. Describe various o ds for communicating with employees.

2
3
. 4. Describe various techmques that may be used to supemse and motlvate employe%.
5
6. Discuss various alternatives for evahiating emplo'yee i)erformance. L
7

Identify the steps in developing a comprehensive employee. compensation package.




Unit 13 - Promoting the Business ' ' -
. - R 0 !

1. Develop promotionaﬁ skills. T o L
- 2. Describe advertising and sales promotion techniques. o

3. Identify cost factors in the selection of alternative promotional methods.

4. Identify sources of promotional assistance and information.

" 5. Identify the ovbjectixies_yot" a public relations program.

1]

~ Unit 14 - Managing Seles Efforts L , '
1. List so.urces ofmproduct7se1;_vice information. “
2. 13escribé custor;ler l;uying motives.
3. List and discuss the basi; types of.customers to which your businea;s will a'ppea‘l.
4, De;nonstl'ate the i)rocess of selling. | . ' e .
5. Dis:guss séufc&;‘for finding new customers. I
g Unit 15 - Keeping the Business Records , .
1'. Identify the sources. of assistg;;ce in recordkeeping.
2. Identify thg types of data that can bé proyided by recordkeeping.
3. Desexibe the us:s: and types of (journal‘s a;]d ledgers. | '\ |
4. Describe various typ‘es of business records. | . '
Unit 16 + Managing the:Finances L ‘ -
1.( Identify vari‘oﬁs ;:omponents of balance sheet reports.
> 2. Identify terms/concepts commonly used on small business balarice sheets.

3. Identify various components of profit and loss statements. ‘
4. Analyze uses p} various depreciation sehedules. -

5. Describe how to prepare a cash forecast.




Unit 17 - Managing Customer Credit and Collectioris :

1. Identify techniques of setting credit limits for credit customers.

2. Explain the types of information to-be included ina cred.it record for anindividual customer.

i

" 3. Describe how an average accounts receivable collection period can be calculated.
~ 4. Describe how an average accoﬁnﬁs receivable collection périod can be used to identify credit
problems in a business. . : R ;
5. Describe the form'f\t that could be used to design an acc<.)unts receivainle aging system.
> 6. Identify and discuss effective internal credit collection procedures.
~ 7. Identify and discuss efféctive ext/éfnal credit collection procedures.
8.

Identify and discuss common attitudinal problems managers have about credit collections.
Unit 18 - Protecting the Business :
} A

1. Identify various protective measures that can be used to minimize shoplifting.

2. Identify procedures that can be used to reduce the amount of losses from theft.

>

~ 3. Identify procedures that can be used to reduce the amount of bad check losses.

H

4. I*entify how to secure business premise§ against burglary and robbery..

.
-

5. Identify proper procedures fpf guarding cash.

6. Identify the different typés of business insurance policies available.‘

-
-

11
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Note to Instructor , '
) This section contains a pro;ect designed t6 encourage the student to apply the competencies
gained at this level. It could be used by individual students or groups as & final entrepreneur-
. ship evaluatxon. : .
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LEVEL 2 PROJECT: :
STARTING A NEWBUSINESS . J

Think of yourself as a “New Venture Creator” in this project. Itis dwgned to provide you w1th
guidelines for being as creative as you can in proposing a new business venture. This project is based
on what you have learned to do in Level 2 of the PACE modules.

Before you begin, let’s talk about the kinds of entrepreneur youmight choose to be. Each of these
types is needed to help our nation grow. Let’s look at the possibilities. Most people agree that entre-
preneurs tend to be mdependent operators, though they sometimes work in teams. They take initia-
tive to make a profit on business opportunities, but there is room for the following differences in
the type of entrepreneur you choose to be. .
/
1 Self-employed individuals—Those who perform all the work and keep alLthe profit. This
includes everything from family-run stores, agents, repairpersons, accountants, to physicians
and lawyers. It can be full-time or part-time because no one else is involved. :
2. 'lyeam builders—Those who start a business and expand as fast as possible in order to be able
to hire other employees. Most of'the time, these additional employees have needed expertlSe
that the owner does not have.

3.. Inventors—Those with particular inventive abilities who design a better product and then
. create companies to develop, produce, and sell the item. High-technology compam% of this
type are a new trend. ,

4. Pattern multipliers—Those who look for an idea someone else has already created hnd then
- create their own business based on following another’s model. Franchise operation or cham

stores aye a form of this approach. ‘

5. Eco;ﬂmy of scale explmters—’I‘hose who benefit from large volume salgs by offenng d;scount
prices and operating with very low overhead.

6. Acquirers—Those who take over a business started by another and use their own ideas to make
it successful. This often happens when there is a financial _problem i in the current operation.

L Fresh management 1deas may save the business. -

1. Buy-sell artists—Those who buy a company for the purpose of i 1mprovmg it before selhng it
for a prof it. .

8. Speculators-JThose who purchase a commodity and resell it for a profit. Real &state, art,
antiques, and crops are typical speculator items.

9. Internal entrepreneurs—Those who create new ideas and make them intc" a successful project
within an existing bysiness. Although they have neither the profit nor the personal financial
C risk of their own business, they need to use the same methods, of operatxon




LEVEL 2 PROJECT (Continued)
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No matter whichfype of entrepreneur you choose to be for this project, there are five key ingredi-
ents you must have before you can start your business. Consider these ingredients in deciding what
you will do for this new venture creatign project.

»

1. Do you have technical know-how in the field—or can you get help from someone who does?

) 2, Do you have a clear id:a of what pfoduct or service the business will sell?
3. Do you have personal contacts who could help you get started in this business?
.2
4. Do you have financial resources to start this business? Pulling your resources together is con-
sideredha)n imPona{lt charact_eristic of a real entrepreneur. /—\/
5. Do you have potential customers }nterested in your business idea?:

Now let’s talk about procedures for this project.

1. The cémpleted prOJect should be presented in wntten form in a notebook. Dlagrams forms,
anc{ illustrations are encouraged to back up the description of your proposed “New Venture.”

2. Pfé]ects may be created by.individuals or by groups. If the group process'is used, it is 1mpor-
tant that all group members participate in the design jf all parts of this venture Q@

3. Each section should be addressed sepsy4tely using the eighteen PACE themes Follow the out-
line of the activities prowded Do not fun the sectlons together, as you may wish to add to
previously completed sections, .

4. Remember that thls project will be judged by its creativity and your innovativeness of approach .
to filling a need in a way that will make a profit. In order to keep the project realistic, it should.
_be based on a real need in your community and a possible solution in that locality. It may_
“include a store, but is not limited to such an operation. However, you should use some imagi-
nation and creativity in what might be instead of getting too bogged down by what exxsts or
what you could financially afford. Use this project.to dream a bit! -
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Section 1~Your Small Business Idea

Before You Begin

*

¢

o

® Look around for a needed product or service in your cémmunity. Talk to fnends, rel/ atives,
and potential customers. Think about possibilities in wholesale, retail, service, or manufactur-
ing businesses. -
. ' @ Listall your ideas and analyze each before making a choice for the project. List the personal
advantages and disadvantages of each.

. N b

~

Project Content
® For the new venture of your choice, complete each of the followmg
- Descrlbe the charactéristics of your small busmess type. * . .

~— Identify potential small business opportunities ad determine one you would select .
to own. )

— Describe the process of starting your small business.”

- Descnbe how supply and demand will affect your small business.

— Discuss how competition will affecé%your small business.

\ T 7 Analyze what major factors will affect the success or failure of your business.
NN ' 2
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Section 2—Your Potential as an Entrepreneur ** .

4 “ r T e -
4 . . B s

' Before You Begin
. o List your personality characteristics that suggest you might have success as an entrepreneur. |
° List the technical knowledge and skills that would help you in your selected business.

e Discuss these lists with teachers, friends, famlly, or your employer to be sure you have judged
your competencies correctly.

"Project Content . . ..
- hd . . -9 .
® Describe your entrepreneurial skills. g .
® Describe your motives. for wanting to starf this business.

o Evaluate types of business opportunities as they relate to your entrepreneurial skills.

° D&scl);ibe the best type of business for your motives-and skills. ¢

°® Show how this selected business will make use of your personality, motives, and skills.
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Section 3—Your Business Plan

Before You.Begin : . .

o i

o Discuss your busmess idea with someone in the commumty wio can glve your business plan a

helpful review. \ ‘

-

® Look around your community to check on potential locations and competition for yout idea.

Pr\ofect J(-Jon'tent )
e Develop a.preliminary plan that includes—
® A complete description of the goods or services you will offer. : vt
p . . The market segment you plan toreach. | r

® The competition.

® The location of your business. -

® Personnel needs.
® Approximate start-up costs such as : N
- Capjtal for equipment |
— Space
— Benovations
‘ - —}nventory
— Working capital
— Regerve capital
® Annual projected income,statemeﬁt.

e Cash flow projections. .

[




' ‘Section 4—Your Needs for Assistance

Befote You Begin

' Talk to your teachér about the types of help you will need.

. - ¢ Call or visit sources of assistance to 'determine the availability and cost of sucl&help. ,
. ! ' 4 ’ ?
Project Content - ¢
‘ ® Your needs fora Mer ”
-, '
. . ® Your needs for an accountant ' ’ \/j i
N .

¢, Assistance the Small Business Administration can, provide

o ® Trade associations you should know about' i .
A i
¢ Suppliersyou will deal with \ .
e Other community assistance you will need / *
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Section 5—Choosing the Type of Ownership ' P
B?fore You Begin \

Consider your options for ownership of the business.

Id

® Discuss the advz'antages and disadvantages of "your options with class members, your instructor,
and a local lawyer (if available).

Project Content
® Your ownership plan’
® Advantages of your choice of ownership ' . \ /
° ‘Dis;lffvaritages of your choice of ownership ’

® Process to follow for establishing your type of oWnemhip o

4o
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Section 6—Plarining Your Marketing Strategy o ‘
4 -,
4
+ Before You Begin .
. . & ’ ¢ ]
® Review the fiinctions of marketmg to be sure you understand all that a marketmg strategy

should mclude .
o Analyze the target market for competitive businesses similar to yours.
o If possible, attend a trade show, exhibit, or conference that will allow you to examine mer-

chandise and evaluate your potential target market.

Project Content . A

o Definition of the primary target market

o Explanation of the “four P’s” of marketing

G
]

— Product .
— Price ’ o .
— Place .

3 * .
- -

— Promotion

e Inclusion of a written marketing plan
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. Project Content . ' ‘

’

Section T—Locating the Business ] -
ng,

@ Y

Before You Begin
® List the critii’\cal‘needs your ;)usiness will have in choosing a location.
‘e Inspect the area f;n: possible locations that will fill your needs.
o -Use the decision-making process to pick the best location. "

® Discuss your choices with your instructor or a commercial real estate agent in your community.
- \" '5

e A complete description of the best location | v
o Adiagram of the area ' . ) \ o | P
® Anticipated size of population in the area : ’

] Charécteristics of population' ifl the area
\Q\Competitiv;e businesses in this area—(number of bitsinesses, apbearancé qf suc;és, iarice lines) ..5
e Other businesses in the area
‘ . Economic condition of the ar;ezg

A

Reasons why this location is desirable

Problems with thig location.
Traffic patterns - J . -

® Parking

I3

Lighting (if night customer traffic is desired)

L

2
ey ¢

~y




<33

- ‘
Section 8—Financing Your Business"
Before You Begin
: )
o Talk to business owners in your community about the amount of money it will take to start
your business. Remember to think about the type of business, its size and lo€&tion, the inven-
tory required, and the state of the-economy. . , s
® Find out if suppliers and equipment manufacturers would help you finance your start-up costs.
® Make a list of all your start-up costs. i ) -
o Identify possible sources of financing. /’__/
~ Project Content
i
= ® Describe the business’s start-up costs.
o Identify advantages and disadvantages of different funding sources.

e
® . Explain the information to be put i the loan application package.

® Justify the choice made fgr obtaining funding for this business.

iy
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Section 9—Dealing with Legal Issues

Before You Begin

~

® Discuss the legal problems of a related small business with actual business ownersin the
community. . v .

® List all the instances when you would probably rieed to consult alawyer for advice.

® Discuss your list with someone in the community who has experience with these items.

‘e

- Project Content

® Your tax reqqirements‘ ’ S
° Mortgage information (if property is to be purchased)
. Lease 1nformat10n on property (1f not purchased) .
- o Leasge information on equipment

@ Forms of sales contracts’

® Licenses needed (if any) : .

® Wal;ranties or guarantees

® Other contracts

24 "
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/ Section 10—Complying with Government Regulations ‘ .

Before You Begin v ‘ . ' “
o Visit your local government offices to find out what laws, licenses, and regulations apply to
your particular type of business. Be sure to check on special requirements for your type of
business. : ‘

Project Content

Federal regulations you must consider

State and local regulations you must consider

Licenses and permits required

Business taxes . g

Employee withholding

-

. Your sources of assistance for gomplying with'government regulations

25




Section 11—Managing Your Small Business

»

<
. Before You Begin

-

® Before you can decide how you will manage your business, you should talk to a manager of a
similar business. Ask about organization of personnel, planning techniques, and controls used
: to check on progress.
® Study time management techrjiques as they apply to your business. -

® Identify possible business problems that must be addressed in your planning.

Project Content ' ] .
® Describe yourlong-term plans. ' ) ~ /
® Describe your short-term plans (three to six months).
‘O Describe the items ;ou will use to plan for your business.

® Describe how you will organize the business.

® Describe what time mahagement techniques you will use.

N ‘ \
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S~ ) Section 12—Managing Human Resourdes
. S - R ’ k g
f ) klg ’ N %;r
Before You Begi'n . ) : -

o Thmk about ‘the jobs that will need to be done to make your business run smoothly Llst the
. major tasks that are involved. . : . .

® Ask yourself whether you have the time' and ability to do them all.

o If not think about the types of employees you would like to have to do the tasks that you
will not be doing. .

® Think about where you would find these employees.

® Discuss your identified erflployee needs with your ingtru\c%‘ or fellow students to see if they
agree. 2

]

Project Content ! ‘ ' .
O\Job’ descriptions for all staff Fnembexs
o' Plans for recruiting employees
.® Plans for your trainiing program
® Methods to be used for employee motivation
. ® Plans for communicating with employees ,
° Plans for evaluating employees

® Descriptions of employee benefits

€ ~ - : ' .
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Section 13—Your Promotional Plan

+ Before You Begin , | , -
N v . ¢
. ® List all the media available in your area. x
® Ask about the costs of this media or make a rough estimate.
® Look at the promotional activities of similar businesses.
® Brainstorm a list of possible promotxonal activities that would be particularly suitabie for your
type of business.

Project Content _ . - ‘

»

Describe the information potential customers need.

Explain your promotional pl'an for the first six months.

Develop a promotional budget for this plan.

‘Develop a public relations plan. . ] .

ES]

A
1
[ J

‘ Explain why you feel this promotional plan will reach the appropriate audience.

~4




Section 14—Managing Sales Effo)rts
' . T .
Before You Begin

® List the products or services you will sell. ‘ o .

N
® Determine whether or not your list includes all of the items your customers might need.

_ @ Think about the questions your customers will ask, and study your products and semces to be
. sure of the answers.

. €

¢ Discuss the advantages of your products or services with your instructor or fellow students.

Project Content_
. .
® Describe your product(s) and their outstanding features.
-, ) ’

- ¢ ¢

® Describe the benefits of your product or prodict line to your customers.
® Describe your company’s services.’

® Qutline a training program you would use to prepare employees to se%l for you

b
_ ® Compare’ your products/semces with major competxtof

L]




“Section 15—Keeping the Business Records

’

Before You Begin .

’

e Make a list of all the records you will need to keep track of your business. Be sure to think
about sales, purchases, inventory, employee records, payroll, bank accounts, potentlal cus-
* tomers, accounts receivable, and accotdnts payable.

® Visit a computer store to see what electronic systems are available to handle your records.

® Share your list with a business teacher and ask for blank forms that you could adapt for your
business. .
Project Content
° Sam;.)les of your record keeping formats for—

— Inventory and purchasing

— Sales records

— Cash reco;ds \
' < Credit

— Employees . B . ‘ oo ‘\/
, - —Fixtures and‘pro'perty . o ‘ B -

— Bookkeeping * . |

® Procedures to Keep these records up-to-date ‘ ‘ ~ .
‘ ¢ ¢
» : 2 f
. ~
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N
Before You Begin

® Review the materials
business.

Section 16—Managing Your Finances

~

‘prepared in Unit 3 and Unit 8 related to planning and finances of the ~

® Obtain copies of financial reports from businesses in your community. Analyze them to find
' the most.appropriate format for your business.
° Review your financial analysis plans with the schoo] business manager or a community busi-
ness person. . . ‘

+
«

* ProjeckContent . | ' )
® Prepare the format for your balance sheet.

® Prepare the format for your profit and loss statement.
¢ Pick a fictitious periqd and complete your forms as you would like them to look if your busi-
ness were in operation. ,

o

® Analyze this “possible” business using financial statement ratios. ) e

® Prepare a cash forecast for this period of business operation.

~

{ -

~ B o
I} \ o
~. .
~ - .
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Section 17—5Man;ging Customer Gfedit and Collection

[N

Before You Begin

‘
- [

® Find out about the credi policies of similar businesies in your community.

. ® Decide whether their credit ideas are good or bad for that type of business.

Project Content «

® Your credit policy . /\
® Your credit application form . , -7
° A sample of your credit record forms ¢

® Description of your accounts receivalge/ag}fg‘ system

" . /
® Your system for deciding when you have credit problems

i . §

3

- ® Syitem for inveicing customers

e Sample credit follow-t;p letters -

32
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‘\— , Section 18—Protecting Your Business

)

Before You Beg'in \ ) .

4

® Think about the cost of items involved in starting your busiriess, such as merchandxse for sale,
equipment, upplies, and even the building itself. p

) List the maJor risks you take in running this business—what could cost you the most?

_ @ Talk to the owner of a small business to find out what precautions should be ‘taken to avoid
* Joss. goov L .

-

Ly
Project Coritent ' ' .
@ Describe your plans to prevent loss)irom * v o, .
- Shopliftir_lg ) . J
- — Employee theft ’
—.Vendor theft ' < -
— Bad checks |

— Robbery
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Note to Instructor: "

This section outlines the module content. It contains the module objectives, basic content

detail, and teaching suggestions. Each outline can be used as a brief overview to introduece
the individualized modules, or as a basis for further deveJopment of an entire lesson. _
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'UNDERSTANDING THE NATURE OF SMALL BUSINESS .-

- Objectives

‘What is this unit about? ° /
" -1. DEFINE A “SMALL BUSINESS.”

What is small business?

What part did small.business play in
our history? . .

¢

What is the place of small business in-
today’s society? ) .

\ o
IDENTIFY THE DIFFERENT TYPES
OF SMALL BUSINESSES. .

. How does the SBA define small busi-
“ ness? :

4

3. DESCRIBE HOW BUSINESSES CON-
TRIBUTE TO THE AMERICAN WAY
OF LIFE. ‘ -

How does small buAss contribute to
the American

of life?

"

by
d .
'

Unit 1
~Level 1

At

-

2 .4¥
4}

A

X (

Teaching Suggestions

The student is being introduced casually to the pure
definition that rests in the economic structuye. Dis- -

. cuss the different kinds o&liusinesses, showing that
they are individual enterprises. An excellgnt source
by Malcolm P, McNair is The Case Method at the .
Harvard Business Schiqol. New York: McGraw-Hill
Book Company, Inc., 1954.

Ask if any student has arelative who is an entre-
preneur. Have the student tell what-contributions
that individual has made to neighborhood, city,
society . . . share local “success stories.”

o Ask students what they’ve heard about the bad side
.of small business. Ask for.a “good news” story of
contribution and accomplishment. In entrepreneur-

hip, the entrepreneur is faced many times with

. ;thical trade-offs. Not all entrepreneurs will always

make the good, long-term trade-off decision. Jeffery

, Timmons’ book, New Venture Creation, has an excel-

lent chapter on personal ethics and the entrepreneur
- starting on page 323. (See source reference.)

L § {
Use the chalkboard or an overhead t6 picture the
flow of goods from manufacturing through the levels .
of wholesaling and retailing required to bring goods
. to the marketplace. Show that while the “middle-

men” are often invisible, they are a major part of the
Ameﬁcan‘wonopic system.

>

Have students list ways small businesses affect evéry-
‘thing we do—from satisfying our basic needs for food, ’
shelter, and clothing to satisfying our higher needs’

such as education and entertainment.
\ ‘ .-
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Unit1
Levell - “ ¢ ‘
) Objectives . N Teaching Suggestions ° . e
. )
What is this-unit about? .
4. DESCRIBE WHAT ROLE SMALL *
) BUSINESSES PLAY IN THE
. . AMERICAN ECONOMIC SYSTEM.: * ¢
v - How does small business contribute to Help the student understand that the health-of small
the economy? .business is not only essential to maintajning a healthy
i ) : economy, but is also the source of continued growth
' ' ! in the total amount of wealth available. )
- How important is the profit motive in ~Discuss profit openly; show that profit in and of.itself
the economic system? is healthy and justified. Point out that profit is wrong
) ) , only when it is illegally or unethically gained. °
~ How does \the'theory of supply and Help the student understand that the needs or wants - (
. demand affect profit? of the marketplace (demand) dictate what goods and
o services, what quantities and quality, and what prices
. . will be available from the suppliers. Ask for exam- .
- . vy ples of suppliers who missed the cue on the level of

7

5. IDENTIFY THE MAJOR FACTORS
CONTRIBUTING TO THE SUCCESS
OF A SMALL BUSINESS.

* What are the major factors contributs
ing to the success of small business?

P

What are the traits most often exhib-
ited by successful entrepreneurs?

&

ﬁow rigid are the ele.ments of sucgess-
ful business? . .-

(ENTIRE UNIT)

[

demand for a product (e.g., Ford’s Edsel).

p

) .

Invite a local entrepreneur to share his or her experi-
ence in selecting the right product or service, obtain-
ing the necessary capital, planning the venture, and
, allowing for personal strengths and weaknesses by
utilizing outside experts when called for. )

Here the student is being offered the best observa-
tions to date on what might.be required to become a
successful entrepreneur. It should be stressed, how-
ever, that these are by no means hard and fast criteria
for judging an individual as*“not qualified.”

For this unit, it is suggested that the teacher contact
the local daily newspaper for bulk copies of a Sunday
edition. Have the class use these papers to clip articles,
check the classifieds for want ads, analyze available
jobs, and check on businesses that are currently for
sale. Also have the students save ads from these news-
papers for use with other PACE units.

4
-
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Objectives
What-is this unit about?

1. DESCRIBE THE CHARACIERIS-
TICS OF A SMALL BUSINESS BY

" . TYPE.

What basic information about small
business gives a background for this
unit?

How might an entrepreneur use the
available small business statistics?
Are adequate data availgble?

What is the Standard Industrial Clas-
sifi catlon (SIC) code"

What areas of business will be dis-
cussed?

In which lndustnes are most small -

“businesses found?

k-4

N

What are the traditional small business

industries?.

Are small manufacturing companies
“as efficient as bigger firms?

What products are small manufac-
turers likely to produce?

. Do small businesses keep up with big
businesses in purchasing the best
equ))'lent and faclhtxes" -
Does manufacturing have a bl;ﬂt-fn
handicap for small businesses?

(C

Unit 1
e _ Level 2

L 4

UNDERSTANDING THE NATURE OF SMALL BUSINESS

Teaching Suggestions ‘

Contact your local chamber of commerce, Better
Business Bureau, local retailers and manufacturers
to get samples of products and services that were
not available in your community three years ago.

Ask a small business manufacturer and/or wholesaler
to talk to the class about starting and managing a suc-
cessful business.

s

Hold open class discussions.on areas of business indi-
viduals might select. Facilitate discussions on creatlve
ideas for possible business ventures.

Encourage the class members to form “entrepreneur-
ial teams in developing various ideas.

A=Y

39

o
L&




Unit 1

Level 2 }
Objectives Teaching Suggestions
What is this unit about?

- How might a small business entrepre- Encourage class members to challenge each other’s
neur beat the odds and be successful ideas, to question statistics, to talk to entrepreneurs.
in a manufacturing enterprise?

‘ ->
What are the types of small businesses Foster the “active” state of mind that stays alert to"
in the wholesale industry? opportunities in every environment.

! )
_ What are the sales and employee char-
acteristics of small business in whole-

saling?

Should an entrepreneur consider going Stress the need for thorough knowledge 6f an indus-’ )

into the wholesale ttade? try to improve and expand ideas and problem solving.
. What are the characteristics of small

businesses in the retail area?

Do wages paid to retail employees .
-play a significant part in the ability
of small businesses to compete?

" .
. What types of small retail businesses
are experiencing the greatest failure
rates?

Why. might some small retail busi-
nesses be failing at faster than nor-
mal rates?

P

What are the characteristics of a small
business in the service area?

-

What characteristics of the market-
place make service a natural choice
for small businesses?

. What types of service businesses are
‘growing fastest? .
Why is the service industry expected
to produce the most economic growth
in the eighties?

Are women and minorities partici-

, pating in ownership of small service

" businesses? -
N -
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Objectives
What is this unit about?

What areas of the service industry
reported increased business failure
rates in 1981?

. What is the single biggest cause of
. small business failure? .

- 2. IDENTIFY POTENTIAL SMALL
BUSINESS OPP@RTUNITIES AND
DETERMINE ONE YOU WOULD
SELECT TO FOLLOW.

How can you find small business
. opportunities for yourself?

Does buying a license or buying some-
one else’s idea reduce the amount of
_ management by the entrepreneur?

,How can you activate or improve the
entrepreneurial skill of developing
new business ideas?

Is there an entrepren‘eurial “state of
mind"™? )

How dotyou decide if the idea is
worth any more time and effort?

3. DESCRIBE THE PROCESS OF
STARTING A SMALL BUSINESS.

What is the process for starting a new
bUSin - ¢

What are the special problem’t; of
. small businesses that start up hap-
hazardly? )

' What steps would you take to for-
mally start a new business?

4. DESCRIBE HOW SUPPLY AND
DEMAND AFFECT A SMALL
BUSINESS. °

What causes Supply and demand
levels to vary?

-

I‘Jnft 1
Level 2

Teaching Suggestions

'

.

Invite a local enf¥epreneur who recently opened a
business to speak to the group.

41
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Unit 1
Level 2

Objectives

What is this unit about?

-
.

5. DISCUSS HOW COMPETITION

AFFECTS SMALL BUSINESS, ™ .

. How do capitalism and competition
affect small business?

FANALYZE WHAT MAJOR ~
‘FACTORS WILL AFFECT THE
SUCCESS OR FAILURE OF A
SELECTED T'YPE OF BUSINESS.

What are the major factors that affect

the success or failure of a small busi-
ness?

e

Teaching Suggestions \-

S




y i Unit 2

. . Level 2
, - DETERMINING YOUR POTENTIAL
_ AN AN ENTREPRENEUR
'Objectives +  Teaching Suggestions
- What is this unit about? '

Y. LIST YOUR ENTREPRENEURIAL

SKILLS. i

- What skills do entrepreneurs'need?
‘ . . k2

What do entrepreneurs do?

What are the characteristics of suc-
cessful entrepreneuts?

2: DETERMINE WHAT MOTIVES YOU
MAY HAVE FOR STARTING YOUR
OWN BUSINESS.

Why begin a business?

~

What are some of the problems of, .
bemg your own boss?

\

3. EVALUATE THE DIFFERENT
TYPES OF BUSINESS OPPORTUNI-
TIES THAT RELATE TO YOUR
OWN ENTREPRENEURIAL SKILLS.

What decisions must be made toget a
business started" ' L,

-

4
Vi

The transparency can be used to-generate a class dis-
cussion on the wide range of skills needed by entre-
preneurs. This should be used as a mechanism to get
the class members thinking about their own potential
as entrepreneurs. Any additions they can make to the
list should be discussed and added if the class agrees.
Encourage the students to complete the self-evaluation

. handout sheets regarding their own personal qualifica-

tions in the various areas.

. The students shoild be encouraged to consider this

area very personally and to recognize how many of
the motives overlap and might change during the
course of starting or running a business.

_The studént should gain an understanding of the dif-
‘ferent kinds of decisions that go info making the
_ final decision of becoming an entrepreneur. It is not

a simple case of “I want to open a dress shop” except
at the very beginning and very end of the process. In
bétween, decisions must be made regarding the legal
entlty and the method that will be, used to get into
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‘ iJn.if 2
Level 2

1

Objectives . , Teaching Suggestions . //\
What is this unit about?

the business as well as the operational questions of
where to locate, what style and qi@ of dresses to
sell, etc.

Are you ready to become an entre- . V-
preneur? , ) '

4. IDENTIFY THE BEST TYPE OF Transparency No. 2 (table 3 in the unit), can be
"~ BUSINESS FOR YOUR MOTIVES used to generate class thinking and discussion of
N .~ AND SKILLS. the legal form of the business as well as the indus-
/ ” try and product selécted for the business..Some
interesting relationships can be pointed out in the
transparency. Notice, for example, that in the _
manufacturing industry (out of $1,610,000,000
in rgceipts) $1,000,591,000 are generated by cor-
poratigns—about 99% of the receipts. Since small
. : . businesses tend to be sole proprietorships-and
. partnerships, and since big businesses tend to be
corporations, it can be correctly deduced that
manufacturing is dominated by big business. On
the other hand, if you compare the receipts of
corporations versus the sum of receipts of pro-
prietorships and partnexships in the service -
industry, you see that corporations generate
$175,589,000 and the proprietorships and part-

- nerships generate $105,579,000 (or 38% of the
total receipts). The service industry is unique for
small business in that not only do they dominate

. the number of firms and share of sales, but they
also account for 62% of the receipts. Obviously,
many small business entrepreneurs in the service
"industry are using the corporation as a legal-entity.

. The importance of the discussions in this area
should revolve around students’ ideas for their
own industry and legal entity choices, not toward
learning the numbers in Table 3.

Ask a lawyer to address the class on the different

Group Activity
' - legal forms for small companies.

Individual Activity ‘ Distribute Handout No. 1:

~

T




DEVELOPING THE BUSINESS PLAN

Objectives
What is this unit about? .

1. RECOGNIZE HOW A BUSINESS
PLAN CONTRIBUTES TO ENTRE
PRENEURSHIP '

How does a business plan help entre-
preneurs?

2. REVIEW THE QUESTIONS THAT
SHOULD BE ANSWERED IN A
BUSINESS PLAN.

What information should the business
plan include?

" Individual Activity

Uhit 3
Level 2

Teaching Suggestibn.s

-

v

After students have read the unit, invite a panel of
speakers including a banker, a young entrepreneur,
and an SBA representative to share their thoughts on
how a business plan helgs the entrepremeur. Impress
on the panel members the importance of their elabo-
rating on the five points in the text.

* Play a game by placing category titles on the chalk-

board and distributing questions on 3 x 5 cards at
random to class members. Divide into teams and keep
score on the accuracy of players in taping a question
card under the right category. Distribute Handout
No. 1 to help students check accuracy after game is
completed. .

Ask the students to read the Sample business plan in
the module. Distribute the handout “Qu&stlons to be
Answered in a Busmes Plan.”

Discuss the assignment with class members for rein-
forcement after they have completed the activity.

45,
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- Unit 4

Level 2

w -

(\OBTAIN ING TECHNICAL ASSISTANCE

Objectives -

. What is this unit about?

IDENTIFY THE TECHNICAL ASSIS-

1.

TANCE NEEDED BY ENTREPRE-
NEURS.

Why do entrepreneurs need outside

help? :

L3

How can ted;a;nical assistance be
organized? V'

L

i
‘

. What manufacturing and production

assistance is needed?

-

2

¢ - Co
What marketing assistance is needed?

. What general organization and man-
agement help is needed?

;

Teaching Suggestions

Help students recognize that entrepreneurs should
expect to seek technical assistance in areas where -
their skills are weak.

\ ' .
Discuss rapid technological changes. Klk about how
minicomputers atre changing the way small business
owners keep records, plan advertising, or make mar-
keting plans. Ask students for other examples of

. change from their own experience.

List the four major categéries of business operation
on the chalkboard and explain them, showinghow
technical assistance will be classified into these major

< areas in the “Technical Assistance File” they will

begin developing in this unit. -

Remind students that small manufacturers and pro-
ducers have unique needs for technical assistance. ’
This is a-good place to tie in the skills and experience
acquired in all vocational program areas to entrepre-
neurship possibilities. - .

Use Transparency No. 1 to illustrate the types of
technical assistance needed by entrepreneurs in this

‘category. .

Talk about the functions of marketing in all the busi-
nesses chosen by the students. Help them to see the
central focus of marketing in entrepreneurship.

Use Transparency No. 2 to illustrate the types of
technical assistance needed in‘this category by.most
entrepreneurs. : o .
Discuss the critical need for good management and
the inclination of small entrepreneurs to overlook its
importance, .

Use 'I‘ranspareﬁcy No. 3 to illustrate the types of
fechnical assistance needed in this category by most
entrepreneurs. .




L 4

Objectives

« A
o . What is this unit about? .
What financial management help is

neec!ed?

2. DETERMINE WHAT TECHNICAL
ASSISTANCE YOU NEED.

What technical assistance do you
. ‘need? 4

Individual Activities

Unit-4

= Level 2

Teaching Suggestions

Emphasize the critical nature of financial manage-

ment and the frequent need of entrepreneurs for " -

outside advice and assistance..

Use Transparency No. 4 to illustrate the types of
technical assistance needed in this category by most
entrepreneurs. - ‘ .

:

Provide the stuqents with Handout No. 1, “Assess-
ment of Management Skill and Experience in (name _
of company).” Review the instructions for détermin-
ing strengths and weaknesses for themselves and for
key assistants or partners in the business. Provide red
pencils for them to use in highlighting weaknesses.

If the students have difficulty assessing their strengths
and weaknesses from Handout No. 1, distribute
copies of Handout No. 1A, “What Technical Assis-
tance Do You Need?” If the students have difficulty
in making their assessments with this handout, ask
them to use Handout No. 1A as a beginning step and
then to complete Handout No. 1. The file cards
should be headed with the technical assistance terms
used on Handout No. 1. , )

Distribute Handout No. 2, “Setting Up a Technical
Assistance File.”” Guide the students in setting up
divider cards for thé four management categories:

® Manufactgring and Production (only if appro-
priate to their business)

® Marketing Management

® General Organization and Management

® Financial Management N

Within each major section, they should prepare a
separate card for each subcategory in which a weak-
ness was identified. Remind them that the card file
will be completed at Level 3 when they locate sources

-of assistance for each management weakness.
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-Unitd
Level 2 ‘
Objectives
What is this unit about?

Group Activity

.

iR4

Teaching Suggestions ~

©
¥

TheMion of strengths and wea.knesses with class
~ members will help students recognize that others
have strengths and weaknesses and that they should'

feel free to discuss them and to seek assistance when.
needed. -

oL .. :




N

Objectives -
What is this unit about?y

1. EXPLAIN THE BASIC PRINCIPLES - : , , '
OF A SOLE PROPRIETORSHIP, A Lo : L
+  PARTNERSHIP, A CORPORATION, , :
. ACOOPERATIVE, AND A FRAN- ° '
CHISE. . L , 0 |

What is a sole proprietorship? Schedulé various interviews for the class with individ-
uals involved in each of the five types of ownership.
Ask the entrepreneurs tb share information on the
. advantages and dlsadvantages of their type of btisiness
- : from their experiences. .
4 I
' What is a partnership?

What is a corporation?
What are cooperatives?
What is a franchise? ‘ .
2. IDENTIFY THE FACTORS THAT
/INFLUENCE THE CHOICE OF A
TYPE OF OWNERSHIP.

What about sole proprietorships?

Are there any advantages to being a’
sole proprietor?

Why do entrepreneurs choose part-
-~ ! ners?

Are there different types of partners?
»  What is a general partner?

What are the types of limited part- e
ners? .

What are Artides of Copartnership? - . ‘ i - ‘a’




Unit b .
Level 2 . o

Objéctives . . Teaching Suggestions .

What is this unit about?

~

Why choose the corporate form of ¢ e
- ownership? ' -

Ate there different types of stock?

Are there other means for corpora- ,
tions to raise capital?

What are two types of corporations?
. What does it mean to be incorporated? .
What about franchising? , , - T

What services are available to franchise
owners?

Are there different types of franchis-
ing? -

i

“ What forms do franchises take?
Are there disadvantages to franchising?

What are the basic principles of coop-
eratives? , -

What factors influence the form of . ' :
ownership?

3. INVESFIGATE SOURCES OF ¢ _ | - ‘ .
ASSISTANCE IN CHOOSING A o
TYPE OF OWNERSHIP.

Are sourees available to aid you in
choosing a type of ownership? o
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Unit 6
- ' Level 2

"* PLANNING THE MARKETING STRATEGY -

}

Objectives

What is this unit about?

1. EXPLAIN THE “MARKET-
ORIENTED™ APPROACH TO
PLANNING.

What is the marketing concept?

¥

What is the history of the marketing
concept?

. What types of marketing information

¢ should be obtained?

. What is a target market?

“Why are target markets important?

-

2. LIST THE CONTROLLABLE FAC-
TORS IN EACHELEMENT OF THE *
MARKETING MIX.

What are the major types of markets?

.What are consumer buying motives?

What does research reveal about eon-
sumér buying behavior?

How are industrial consumers affected
by buying motives?
: : {

How are consumer markets changing?

e a
REY

EN

Teaching Suggestions

&
o

Discuss the statement “Marketing adds to the cost
»  of aproduct, but does not add to the value of the
product ” .
P Tist each of the-elements of the marketing concept.
Have‘ sgtudents describe what would happen to a busi-
ness that did not implement each of the elements

-
s . -

List the following products: houses, “fast foods,”
books, and movies. Have each student describe a
specific target market for each product.

Discuss the case problem and cite examples of busi-
. nesses that have succeeded or failed because of their

target markets.
@ i

_+ Have students describe how they purchase several
different products See if they can identify 1mportant
buying motives in each case. . -

* Have students collect newspaper articles describing
changes in the consumer. markets. Discuss,the lmpact
of changes on selected businesses. *

@
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Unit 6
* Level 2 -

Objectives

What is this unit about?

" 3. JUSTIFY THE USE OF MARKET

INFORMATION ANP MARKET

-RESEARCH IN PLANNING.

What is market information analysis?

How can market information be
analyzed? .

What ‘are data sources for market
information analysis?

What are market research procedures?
What are rnethods for collecting

research data?
s

What are the “Four P’s” of marketing? __

4. DEVELOP A PROCEDURE FQR

\

A

IDENTIFYING TARGET MARKETS
Alf\g) DEVELOPING A MARKETING
M

' l

How do product changes affect.the
market? .

&
How are prices determined?

What is a retailers pricing goal?
How do channels of distribution affect
market planning?

How should a marketing channel be
selected?

What are the channels of dlstrrbutlon

o

sources? <

N N

What are modes of transportation?

Teaching Suggestions

A brief library exercise can be developed in which
students must identify specific information. This
will familiarize them w1th several useful-resources.

Small research prOJects could be developed and €om-
pleted or studlee could be reviewed.

Dlustrate each of the “Four P’s” with actual products.

Discuss the dlfference between a Qaundry detergent
that is “new and improved” and'a major change such
as the introtluction of home computers.

.. 'This is an excellent place for a cohort unit on pricing
~ (markups, markdowns, cost-plus, etc.). .

Examine sevekal channels of dlstrlbu.tlon to sée why
they were developed and what services are provnded

* by channel members.

-

+
o

If a transportation manager is avarlable, an interesting
presentation cquld be given on selecting types of
transportatxon

52’
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Ve . ) ; - - . ~ Unit 6
) : - Level 2
- /
P Objectives ' Teaching Suggestions
What is this unit about? -
What are the methods of consumer Develop & chart comparing the mafor communica-
4 . - communications? ) tions methods on cost and effectiveness.
How can advertising help a business? .
What services do advertising agencies Tour an advertisihg agency to learn about its services
offer? . to small businesses. -
How should promotional methods be ;

mixed?

-

. What questions should.be asked when For each of the qdestibns ask students to illustrate

developing a marketing mix? -how it could help devélop a better marketing mix.
What dre decisions regarding the mix? Have each étudent select a product and identify all
' . - components of each mix element using the list pro-
{ vided. -
< - . '
5. OUTLINE A MARKETING PLAN. . .
t B 3
4
. . 'M" 3
P "
¢ - v\'* "
2
- - .
. , : ] :
] - - .
+ hd [
¢
S . B '3 N
§ M A
1, : -’ ) ’
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" LOCATING THE BUSINESS .
Objectives . Teaching Suggestions
What is this unit about?
1. IDENTIFY FACTORS THAT Contact the Small Business Admlmstratlon concern- °

SHOULD BE CONSIDERED WHEN ing the presentation of a prebusiness %orkshop Form
SELECTING SITES FOR SPECIFIC the class into committees responsible for planning the
TYPES OF BUSINESSES (RETAIL, -  various phases of the workshop.

" MANUFACTURING, WHOLESALE, .
SERVICE).

How important is the right location?

What general factors should be con-
sidered when selectmg a busxness
loation?- ~ & ,
’ ¢
2. IDENTIFY FACTORS THAT : Have the class form into groups restentmg the varl
SHOULD BE CONSIDERED WHEN . ous types of business. Have each group select an
* ANALYZING A GEOGRAPHIC (\ actual site for a business. Let the class Vote on the
AREA AS A POSSIBLE LOCATION “most likely to succeed ”
FOR A BUSINESS. )

What specific factors should be con-
sidered when selecting a business site?

What about the futﬁre?
3, DETERMINE THE STEPS . ‘ After each person has selected a specific business to
INVOLVED IN SELECTING A operate he or she should develop an individual list of

BUSINESS SITE. . steps:to follow. Each step should be explained in
. \ detail.

What types of busm&ss locations are - .
there? :

 What steps are involved in selecting a’ .
business site? , , e,

Should you buy an existing busmess )
or start a new one? -




v
%

Objectives
What is this unit about?"

4. DISCUSS THE FACTORS CONSID-
ERED IN PROPERTY ‘APPRAISAL.

What should be done to appraise a
business?

5. IDENTIFY RESOURCES AVAIL-

ABLE TO HELP ENTREPRENEURS

. MAKE SITE SELECTIONS.

What help is available for selecting a
location? ‘

Unit 7
Level 2

Teaching Suggestions

Have an accountant or banker expladin the valuation
of a business.. ‘

Have class members report on the specific services
provided by an agency listed in the module.

.

o
S en
o




Unit8 = . /
o Level 2

FINANCING THE BUSINESS

Objectives X Teaching Suggestions
What is this unit about?

* 1. EXPLAIN HOW TO DETERMINE
THE DIFFERENT TYPES OF COSTS

THAT MUST BE CONSIDERED

WHEN STARTING A NEW BUSI-

NESS.

What factors affect the cost of starting Find someone who has recently started a small busi-~
. anew business?’ ness in your area. Ask this person to tell the class

-”

about some of the costs involved in starting this busi-
How do you estimate your cash needs? ness.

2. COMPARE THE ADVANTAGES
AND DISADVANTAGES OF THE , . -
VARIOUS-SOURCES OF FINANC- .
.ING FOR A NEW BUSINESS.

. What are the sources of financing for
a new business?

What are t}ie advantages and disadvan- Invite a local banker to speak to the class about vari-

tages of equity financing? ous methods of business financing.
What are the advantages and disadvan- '
- tages of debt financing? , ' 1

What are the advantages and disadvan-
tages of other financing sourees?

3. DESCRIBE THE SOURCES OF

LOANS THAT MAY BE AVAIL-
ABLE FOR FINANCING A NEW
BUSINESS.
What are the different types of loans Invite a representative from a bank, finance company, -
for financing a new business? life insurance company, or savings and loan to talk to
- . the class about financing opportunities in the local -
Who are the comimercial lenders? area. Invite a representative from one of the federal

loan agencies to discuss other financing opportunities.

What are the government sources of .

loans?
\ .

e
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Objectives
What is this unit about?

4. DESCRIBE THE INFORMATION
THAT MUST BE PROVIDED IN A
LOAN APPLICATION PACKAGE.

What is a loan application package?

What is in the loan application pack-
age? -

5. EXPLAIN THE CRITERIA USED
BY LENDING INSTITUTIONS TO
EVALUATE LOAN APPLICANTS.

How do lenders evaluate loan appllca
tion packages?

What are the “six C’s” of credit evalu-
. ation?

Unit 8
Level 2

Teaching Suggestions

Have the students design a business financing plan.

Have a local banker or loan officer speak to the class
and help them to evaluate the strengths and weak-
nesses of the plan.

K
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Unit 9
Level 2

DEALING WITH LEGAL ISSUES : ‘

Objectives
What is this unit about?

' 1. DESCRIBE THE MAJOR LEGAL
#ISSUES FACED BY ENTREPRE-
_ NEURS,

What are some legal issues that entge-
preneurs face?

a

2. DETERMINE WHEN AND HOW
TO OBTAIN ASSISTANCE WITH
~ LEGAL ISSUES.

3. IDENTIFY MAJOR TYPES OF
CONTRACTS USED BY ENTRE-
PRENEURS.

What are the most common types of
contracts?

Y
What 1s a lease? . /
' #
What types of leases are available?
4. IDENTIFY THE MAJOR RIGHTS

AND RESPONSIBILITIES OF
LESSEES AND LESSORS.

What are the responsibilities of tenants
and property owners? :

Wilat are\he duties of the tenants?

Do property owners have rights and
responsibilities?

What should a lease include?

Why lease equipment?

Teaching Suggestions

Obtain printed material on state laws and forms con-
cerning sales contracts from the appropriate local
government agency.

»

-

Arrange to have a local lawyer meet with the class
regarding contracts, ‘or arrange to have a small busi-
ness owner talk to the class about the contracts used
in his or her firm.

3

Have the class discuss how the responsibilities of ten-
ants and landlords can vary according to lease or ren-
tal agreements.

Arrange to have a realtor discuss leases with the group.




. Unit 9
- : Level 2
Objectives . Teaching Suggestions

What is this unit about?
5. IDENTIFY SPECIAL CONTRACTS
USED BY ENTREPRENEURS .
(MORTGAGE VS. DEED OF TRUST, : ‘
CREDIT SALES CONTRACT, AND
LONG-TERM CONTRACT).
What are sales contracts?
What is the uniform commercial code? ot

What do we mean by the terms “war-
ranty” and “‘guarantee”™?

What are credit sales?

What is a conditional sales contract?

What is a mortgage? Arrange for the mortgage officer 6f abank or savingsu
and loan company to meet with the group.

What is the difference between a |
. mortgage and a deed of trust?




N

Unit 10
Level 2

L

COMPLYING WITH GOVERNMENT REGULATIONS

Objectives
What is this unit about?

1. IDENTIFY AREAS OF GOVERN-
MENT REGULATION THAT
SHOULD BE CONSIDERED IN
A BUSINESS PLAN.

Why are government rules and regula-
tions important?

How can federal regulations be classi-
fied? ‘

What types of business taxeé are there?

2. COMPILE A LIST OF APPROPRI-
ATE GOVERNMENTAL AGENCIES
CONCERNED WITH REGULATIONS,
LICENSES, AND PERMITS.

What help can be found for complying
with government regulations?

.papers and periodicals that demonstrate the impor-
_ tance of government regulations.

Teaching Suggestions

\

Reserve a bulletin board for clippings from news-

Arrange for a local attorney to. explain to the group ‘
the regulatory concerns of small business. -

Organize a panel of small business owners to discuss -
the effects of taxes on their business operations.

-Through library research, identify several assistance
agencies and their addresses: Ask the agencies to pro-
vide information regarding their operations. -




" Unit11

‘Level 2
O . . 7 = . ) . K \
- . , MANAGING THE BUSINESS ‘ {
s [ .
Objectives - o Teaching Suggestions
~ Whatis this unit about? ) o SRR -
1. USE THE DECISION-MAKING . ‘
PROCESS TO MAKE BUSINESS
DECISIONS
What is mvolved in making good busi-
ness decxsxons" !
What are the steps involved in makmg Invite ax;. eﬁ'trepreneur to sp;eak to the group on the
buslness decisions? steps she or he uses in solving business prob. and -

on a typical work week of an owner-manager.

-~
~

“How do you identify the problem?

What about defining alternative solu-
tions?

How do you gather facts about the
alternatives? .

What about formulating a plan of
action?

What are the decision-making slulls"

2. IDENTIFY STEPS IN THE PLAN-
NING PROCESS, *

What are the management functions?
* What is the planfiing function?

What is involved in the planmng fune-
tion?

Are there planning devices available?

3. IDENTIFY ORGANIZATIONAL Invite a speaker fI'om Junior Achievement to speak to
TOOLS FOR A SMALL BUSINESS, - the class about the program. .

What is the organizing function?




Unit 11 )
Level 2 .

. Objectives . s Tea ching Suggestibns
What is this unit about? ~ L . -

What is involved in performing the
organizing function?
4
. What factors }mArow organization? ‘ ‘ R

. . Are there tools available to help with
. A organizing?

) f ¢ . »
How can you organize a business? : oo . , .

4. IDENTIFY CONTROL PROCE— ’ . ,
* - DURES THAT CANBE USED , . - .
BY A BUSINESS. ‘ ' ro ' o . ¢

What is the stafﬁng and directing :
. function? , ) o »
A - . \ '

What is the controlling.and evaluating :
function? o _ ) ) ‘ o
What does thgcontrol function O
involve? . '

5. IDENTIFY TIME MANAGEMENT / ‘ S :
TECHNIQUES. ‘ . _ , -
Can time manageinent techniques
help managers?

& 4




Unit 12
N - Level 2

i

MANAGING HUMAN RESOURCES

¢

Objectives C _ Teaching Suggestions
What-is this unit about?

1. IDENTIFY THE STEPS INVOLVED i
“ IN HIRING EMPLOYEES. ) o

Whai is job ahalysis? K ' Obtam various personnel forms (such as application
" blanks) from different kinds of local firms.

What is the job description?
How do you reeruit riew employees?
How do you make the final selection?

2. DESCRIBE THE PROCEDURES ,
. FOR DEVELOPING A TRAINING '
PROGRAM. L

What are the procedures for develop-
ing a training program?

- 3. EXPLAIN VARIOUS STYLES OF
MANAGEMENT.

' What are Theory X and Theory Y?

What are the characteristics of a good
supervisor? °

4. DESCRIBE VARIOUS TECH-
NIQUES THAT MAY BE‘USED TO
' "SUPERVISE AND MOTIVATE .
v -EMPLOYEES. N\

How do you motivate employees to ‘ . o I
be productlve" .

5. DESCRIBE VARIOUS METHODS
: FOR COMMUNICATING WITH
r  EMPLOYEES.

"Why is company communication -~ _ Obtain different types of company éommunicatiop
" important? media such as newsletters, bulletins, and posters.

[y
i
- N /
) .
.
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Unit 12 S ?
Level 2: . _ Viudk

Objectives

What is this unit about?
How do you communicate with-your
employees?

6. DISCUSS VARIOUS ALTERNA:
TIVES FOR EVALUATING
EMPLOYEE PERFORMANCE.

How do you evaluate employee per- .
formance?

7. IDENTIFY THE STEPS IN DEVEL-
OPING A COMPREHENSIVE
EMPLOYEE COMPENSATION

» PACKAGE.

.What does employee co’mpet;sation
include?

What are the steps in developing an
-employee compensation package?

How do you select an employee bene- -
fit plan? . :

«

_ Contact your nearest state employment office for
infokmation regarding the responsibilities of entrepre-
neurs in state unemployment insurance programs and
employee disability /worker’s compensation programs.

,\/
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- . .. PROMOTING THE BUSINESS . .

Objectives

4

What is this unit about?
. A
-

" 1. DEVELOP PROMOTIONAL SKILLS.

What information do consumers need?
&

v

o *

.

b

‘ Teaching Suggestions

Compare the difference in planning promotion with

.no informétion and planning promotion after careful -

study of a product, the competition, and customers.
Students should easily see that having information
makes the planning process much easfer.

.

Every consumer goes through the following decision
stages when buying a brand new product: awareness,
interest, evaluation, trial, decision, confirmation.
Select any relatively new product and have the stu-
dents list the information they would need at each
stage of the consumer decision-making process.

This would also be a good opportunity for a consumer
survey. Students could ask consumers what informa-
tion they would need to buy a specific product. Then
the class should compare and discuss the results.

Have each student write three promotional objectives.
They can then evaluate the objectives in small groups
to see if they meet the three criteria. Discuss how

_objectives help in promotional planning.

How should specific promotional deci-
sions be made?

[

What are promotional objectives?

2. DESCRIBE ADVERTISING AND
SALES PROMOTION TECHNIQUES.

What are the ¢bjectives of advertising?

What types of ladvertisements are
available?

3

Assume a new small business has allowed $1,800 a
month for promotion. Have students work in small
groups to plan three ‘months of promotional activi-
ties—then compare the plans to see how the money
was spent. (A good test of the plans’ effectiveness is
whether or not students developed objectives.)

’

Take a field trip to an advertising agency or the adver-
tising department of a newspaper or television station.
Make sure the types of advertising are discussed as
well as the process for placing ads in media’




Unit13 : .

. - Level 2. o . J L
' rJ . i \
Objectives . . Teaching Suggestions
What is this unit about? y .
What types of niedla are sultable for Collect information on the costs and reach character-
small business advertxsmg" g istics.of several media alternatives. Have students cal-
.o - "" culate the per person cost of each method. Make sure

students see how costs per pexson increase if you don’t
need to reach every person in the medium’s reach.

- .

-~

PN

When should newspapers'be used?

What are some of the things to think , ~ '
about when advertising in newspapers" v L
How much does newspaper advertlsmg'z o . .
cost? . ’

e . ]
.When should, you use an ad in the yel- ' .W . -
low pages? - ‘

When should small busmesses use A sales representative for a firm that sells promo- -

_magazmgads" & S - tional.items wouild be a very interesting guest speaker

Why should radio be used for adver- . , .

‘tising? . , °
What are some advantages of radio? - ) ‘ ‘
What are some of the disadvantages z B

~of radio? { ) ‘ )

Are.some types of radio ads better . e . ‘
than others? -~

¢

Why choose television advertising9 . . o Vv

What are the advantages of telemnon ~ . ' .
advertising? '%

What are the dlsadvantag&s of tele- - ) : .
vision advertising? . ‘ ' .

. Why use outdoot adveftising"

What kinds of outdoor advertlsmg are. . ‘ o
avaxlabre" \ o - ‘

.- N
.

What are the.advantages of outdoor
advertising? ‘ s ) :




. Unit 18
/ S ) C .. Level 2

h
- Objectives - ‘ . Teaching Siiggestions
What is this unit about? o ‘

What are the disadvantages of outdoor = ) , .
advertising? _ S . \
p, / : i

What is direct matadvertising? . , S -

What are the advantages of direct mail
advertising? . .

.. What are the disadvantagés of direct,’
" mqjl advertising? .
3. IDENTIFY COST FACTORS IN THE
SELECTION OF ALTERNATIVE . ’ . ..
.. PROMOTIONAL METHOPS. - ‘ " .

. Whatare thetypes of sales promotion? Students will enjoy collecting strange and unusual
: types of sales promotion materials. After collecting

S ' - them, the class should analyze the purpose of each
' - item and their ideas about how effectjve each one
. . 2 ' would be. ‘

¢ .

What is speciaity advertising? _ =

How cost-effective are the promo-

tional alternatives? - ( ' -
4. IDENTIFY SOURCES OF PROMO- Have students interview several business peole to see'_
o TIONAL ASSISTANCE AND INFOR- what promotional development they do, what they
MATION. R . ' have others do, and what sources of help are available
k TR i - tothem. E ‘ g

Students can look through the yellow pages of a
phone book or a business diréctory and list businesses.
that can provide promotional assistance.

Es

\ "
1 ’ w
‘ ‘ .

What are some sources of promotional i \
- help? B '

What about using the services of an

“*“advertising agency? ' ) e

What do advertising agencies do? Invite an individual from a local advertising agency to
R . ‘ speak to the group. '

How thuch do advertising agencies - - ’

. cost? - .

P . ™
. A 4
N H 87 )
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Objectives
What is this unit about?,

5. IDENTIFY THE OBJECTIVES OF A
PUBLIC RELATIONS PROGRAM.

-

3

<
L}

How can'an effectlve public relations
programbe developed?

~

.

" Teaching Suggestions.

o ,
B

Divide students into small groups and have them
brainstorm public relations activities of small busi-
nesses in your community. Encourage them to be as
oreative as possible in developing ideas that involve
many peodple and that relate to many parts of the.

community. -

2

s
-

-
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. Ot;jectives

What is this unit about?

1. LIST SOURCES OF PRODUCT/

SERVICE INFORMATION.

/
'What is the importance of product

knowledge?

~ v

)

What product information do.you o
need? o -

What about industrial sales? .

What questions should the salesperson
be dble to answer? - .

. DESCRIBE CUSTOMER BUYING

MOTIVES.
Why do people buy? ?

" Do customers buy only products?

. LIST AND DISCUSS THE BASIC .

TYPES OF CUSTOMERS' TO WHICH
YOUR ?iUSINESS WILL APPEAL.

Are there different typeis:e(customers?

"4. DEMONSTRATE THE PROCESS OF

SELLING.

What are the steps of a successful sale?

a»
How do you open the sale?

What types of approaches are there?

How-do you determine customer
needs? .

How de you present the produet or
service?

MANAGING SALES EFFORTS

Teaching Suggestions

/
8

. Unit 14

Level 2.

Have the group analyze a variety of products to deter-
mine the.type of information a salesperson should
have to sell the products effectively. Analyses should
include selhng points and indicate a knowledge of the

products.

.‘w

Have the group observe $#espeople in a store to deter-

mine the kinds of sales,techniques used.




Unit 14 ° N \
© Level 2 ' .
Objectives ) Teaching Suggestions
What is this unit about? \3 e

How can you overcome customer

« Objections?
h Can you develop expertise’in over- O\
coming objections? . g
How da you close a sale? . 2

. What are closing signals?
* Are there methods for closing a sale?" ‘ : -

What is suggestion §elﬁng?
What does following-up the sale ‘ : ' ;,;;
require? - .

5. DISCUSS SOURCES FOR FINDING
. NEWCUSTOMERS

4%

How Tmpdrtant is finding prospects?

. ~ What are some of the sources for find-
ing new custoMers? *

PR ; {

PN




Objectives
b What i5 this unit about? .

' *1. IDENTIFY THE SOURCES QF |
, ~  ASSISTANCE IN RECORDKEEPING.

Who should maintain the records?

What are th;a requirements for good
recordkeeping?

. 2. IDENTIFY THE TYPES OF DATA

THAT CAN BE PROVIDED BY
RECORDKEEPING.

Why is recordkeeping so important?
What'records should be kept? . -
1 5 -

3. DESCRIBE THE USES AND TYPES
OF JOURNALS AND LEDGERS.

What are journals-and ledgers?

. Whatsare different typesm-mls?

£ What.is the daily sales and cash sum-
mary? N

. DESCRIBE YARIOUS TYPES OF
BUSINESS RECORDS.

How are accounts receivable recorded? °

. How do you record accounu'; payable?

~

" What payroll records are needed?

" How would income and_expenses be
o, recorded in the Jedger?
* What is the inventory coritrol function? -

;.

[

Unit 15
Level 2

. KEEPING THE BUSINESS RECORDS - «

Teaching Suggestions

~
'

_Have the students look at the recordkeeping aids that
are awailable at a local bookstore. Have them evaluate

the suitability of these materials for both a large and
small company.

M v’
.
4 |
. , i
)

Invite arr accountant to speak to the class. Have the |
person describe the journals and ledgers that are used |
-An his or her business, and how these materials are . \
- similar to or different from those that might be used
*in a different company.

~

Arrange a class tour of a local warehouse facility.

Have the company representative explain'tHe iriven- .
tory control system. Be sure to-discuss the possibility L,
of computerized inventory control. :

A

o




Unit 16
" Level 2

MANAGING THE FINANCES

Objectives
‘ What is this unit about?

1. IDENTIFY VARIOUS COMPO-
NENTS OF BALANCE SHEET -
REPORTS.

2. IDENTIFY TERMS/CONCEPTS
COMMONLY USED ON SMALL
BUSINESS BALANCE SHEETS.

What are the components 6f the
_ balance sheet? :

What are assets?

-

What are liabilities?
What is net worth?

3. IDENTIFY VARIOUS COMPO-
NENTS OF PROFIT AND LOSS
~STATEMENTS.

What is a profit and loss statement? -
What are the components of a profit
and loss statement? '

How do profit and loss statements
vary across types of businesses?

4. ANALYZE USES OF VARIOUS
DEPRECIATION SCHEDULES.

What are some methods of accounting
for depreciation?

How is straight lind depreciation
computed?

I ¢

,Identify various types of liabilities from several dif-

" Show a manufacturer’s and a wholesaler’s prbfit and

s

.
Teaching Suggestions

43

B

»

Show students examples of small business and cor-
porate balance sheets, (Use transparencies)

< ¥

Identify various types of assets from several different,
balance sheets. (Use transparencies)

ferent balance sheets. (Use transparencies)

Have students compute net worth from the above
balance sheets. -

Show stutlents examples of small business and cor-
porate profit and loss statements.

*

Have students compﬁte a projected profit and loss
statement for their own business.

*

loss statement. Compare with other statements.

- ;

Show depreciation schedules for various assets.
’6 N - ‘

hd E]

? ¢ .
Work out problem examples using different depreci-
ation plans for the same asset. Compare results.




Objectives
What is.this unit about?

.

How is declining balance depreciation
computed?

How"is the sum of the years-digits
depreciation computed?

5. DESCRIBE HOW TO PREPARE A
- CASH FORECAST.

Why isa cash&f orecast necessary?
How is a cash forecast prepared?

How can microcomputers aid financial
management? - .

Tea.lching Suggestions

Unit 16
Level 2

Show example cash forecasts. Have students use simi-
lar cash forecast forms as illustrated in the module to
prepare a three-month forecast for their business.

.~ 73




Unit 17
 Level 2

MANAGING CUSTOMER CREDIT AND COLLECTIONS

Objectives , ‘ Teaching Suggestions
What is this unit about?

1. IDENTIFY TECHNIQUES OF

SETTING CREDIT LIMITS FOR '
CREDIT CUSTOMERS. : . ‘ ¢
How can credit limits be set? Invite a local banker or loan officer to discuss how to
set credit limits. Have students determine specific
credit limits for-individual customers (create case
. problems). P
2. EXPLAIN THE TYPES OF INFOR- . .
MATION TO BE INCLUDED IN A ‘ ,
CREDIT RECORD FOR AN INDI-
VIDUAL CUSTOMER.
What basm credxt records should be Review examples of credit records used by small busi-
maintained? nesses, credit grantors, etc. Have students design
’ credit records for their own business.
What procedures are available to iden- : . , .

tify credit problems?

3. DESCRIBE HOW AN AVERAGE
ACCOUNTS RECEIVABLE COL-
LECTION PERIOD CAN BE CAL- : .
CULATEI% : o K

=  How can the average collection period Have students work out collection period problems.
be calculated? f )

4 EXPLAIN HOW AN AVERAGE ‘ .
ACCOUNTS RECEIVABLE COL- . -

+ LECTION PERIOD CAN BE USED ~ :
TO IDENTIFY CREDIT PROBLEMS

IN A BUSINESS.

How can the average collection period Review profit and loss statements of “sample” firms
be analyzed? to analyze collection problems/perjods.

(/ ~
-
74
i
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- .o ‘ C . Unit17
Co Level 2

' Objectives . Teaching Suggestions
- 5 » .

" What is this unit about? ~

5. DESCRIBE THE FORMAT THAT .
COULD BE USED TO DESIGN AN
ACCOUNTS RECEIVABLE AGING SN
SYSTEM. o

How can an accounts receivable Review formats of accounts receivable aging systems.
“aging” system be developed? . ‘ ‘
. . Have students design their own forms and systems.

*

6. IDENTIFY AND DISCUSS EFFEC-
TIVE INTERNAL CREDIT COL- ‘ : '
LECTION PROCEDURES. >

“What are effective collectlon proce- Have a credlt ma nager discuss credit collection proce-
dures? dures.

Have students develop a checklist of credit collection

proced ures for their business.

7. IDENTIFY AND DISCUSS EFFEC-
TIVE EXTERNAL CREDIT COL- :
LECTION PROCEDURES, 3

. . -
How can collection agencies be + . Visita credit collection agency. Have the collection
utilized? - manager discuss-external credit collection procedures.
> “Have an attorney or judge discuss legal implications
How can the courts be utilized? and rights regardmg credit collections.

8. IDENTIFY AND DISCUSS.COMMON ' : o,
ATTITUDINAL PROBLEMS MAN- ‘ ;
AGERS CAN HAVE ABOUT CREDIT
COLLECTIONS. ‘ . 2
What are some managerial attitudinal Invite a small business manager/owner to discugé-how -
problems? to overcome attitudinal problems assocxated th ~

credit collections, .
- ‘I ~
5.
{
3
. L'"\ -




Unit 18 " -
Level 2 .

PROTECTING THE BUSINESS
~ * - N ‘b

. ‘ Objectives Teaching Suggestions
~ What is this unit about?
1. IDENTIFY VARIOUS PROTECTIVE \ i -
MEASURES THAT CAN BE USED . s
TO MINIMIZE SHOPLIFTING. :

What is a risk?' . - ’ - !

-

Canrisks be avoided? . ’ o .

Can potential shoplifters be detected? Invite a department store security person to speak to
the group.

What tactics do shophfters usually :
‘< use?

What protectlve measures can you
- take?

- What can your employees do to pre . .
. vent sh'ophftmg" i ;
{ :
Is there equipment that will minimize.
shOplifting?, : .

How should shophfters be appre-
hended? ,

2. IDENTIFY PROCEDURES THAT . 4
CAN BE USED TO REDUCE THE
AMOUNT OF LOSSES FROM
THEFT.

How do employees steal from their ’
company?

How can employee theft be curbed? ' -

What can be done to discourage \ T )
employee theft? . . _/

‘What'policies and procedures can‘be
followed to reduce employee theft?




-
) ‘ Unit 18
v ’ + . I.evel 2
. | . . ) - o * ‘
.Objectives ' Teaching Suggestions  °
What is this unit about? | A
. What is vendor theft? ' ‘ ' ) | : L
How can you reduce vendor theft? . . »

3. IDENTIFY PROCEDURES THAT ‘ ' .
+ CAN BE USED TO REDUCE THE ' .
AMOUNT OF BAD CHECK LOSSES. . g

Should your business accept personal
checks? : ‘

Are there different kinds of bad
checks? :

What preventxve measures can a busi-
ness take to minimize losses from bad T o
checks?

Wbat othér p(;licies can be followed -
to reduce bad check losses? |
. \
4. IDENTIFY HOW TO SECURE BUSI-
. @ . NESSPREMISES AGAINST BUR- :
- " GLARY AND ROBBERY. ' ‘\)

|
\
|
, !
. )
Which businesses are more vulnerable ] ‘ : 4
to robberies?, |

|

|

|

. " " . What can reduce your chances of . Visit two businesses selling basically the same type
. being robbed? . of product and compare their business protection
. ) ) approaches,

. 1
Where can you get information on
securing a business against burglaries?

|
|
Whatyabout locks and key control? ‘ - ( J‘
How can windows be secured? ~ : ‘ ‘
Hov; can lights promote securIty? : ' . , . ‘
.What about guards or patrol service?" -7 i

. 5. IDENTIFY PROPER PROCEDURES !
FOR'GUARDING CASH.

What about protecting cash?




Objectivesi
. Whatis this unit about?

How do you select an alarm'system?

6. IDENTIFY THE DIFFERENT TYPES
" OF BUSINESS INSURANCE POLI-
CIES AVAILABLE. x

Should a business purchase insurance?

How much will insurance cost?
What are the types of business insur-
ance? -

“

Teacﬁing Suggestions

-

Interview local business ownets regarding their insur-
v ance coverage.

S

ey

%
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Transparency No.1 o . - . Understanding the Nature
o . of Small Business

- ~ . ’ ) ' . . v s . Unit 1 - /
‘ <o . . Level 2 ' '
. ’ STANDARD INDUSTRIAL CLASSIFICATION CODE
MANUFACTURING, WHOLESALE, RETAIL. SERVICES
DIVISION D. MANUFACTURING o ) . ,

20. Food and kindred products -
21. Tobacco manufacturers

22. Textiie mill products ~ ‘ '
23. Apparei anti other finished products made from fabrics and simiiar materlals

24. Lumber, wood products, except furniture i .
25. Furniture and fixtures ‘ .
26. Paper and aliled products ,
.27. Printing, publishing, and allled industries < .
28. Chemicais and allied products . .
29" Petroieum refining and related industries .
30. Rubber and miscellaneous plastics products Dol -
31. Leather and ieathe¥ products o
32. Stone, ciay, giass, and concrete products

. 33. Primary metal industries

ot 34. Fabricated metal products, except machinery and transportation equipment

. 35. Machinery, except electricai
" 36. Electrical and eiectronic machinery, equipment and supplies ’ \J
=z 37. Transportation equipment :
’8 . oo 38. Measuring, analyzing, and controlling instruments; photographlc, medical and optical
goods; watches and clocks. * -
39. Miscellaneous mahufacturing industries o -

DIVISION'F. WHOLESALE ' B
50. Wholesaie trade—durable goods
‘ 51./Wholesaie trade—nondurabie goods

DIVISION G. RETAIL TRADE
52. Buliding materiais, hatdware, garden supply, and mobile home dealers -
53. General merchandise stores .
’ ** 54, Food $tores
® - ) ‘ 55:,Automotlve deaiers and gasollne service stations
56. Apparel and accessory stores . -
57.Furniture, hgme furnishings, and equlpment stores
‘. 58. Eating and drinking piaces \
' 59. Miscelldpeous. retail e .

S DIVISION I. SERVIEGES ‘ v ' L.
70. Hotels, fooming houses, camps, and other lodging places
72. Persondl services ‘ -
T 73. Business services P
75. Automotive repair, services; and gara@@
76. Miscellaneous repair service® _
78. Motion pictures e .
79. Amusement and redeation services, except ‘motion’ plctures . ©
80. Health services

. ) 81 Legali services © . > ) - K
s T Educsational services o . . '
% . . Social services ., : : .

- . 84 Museums, art gaiieries, botanfcal and zoologlcal gardens A |

- 86. Membership organizations
-\ 88. Private househoids

1 hd N . )

89. Miscellaneous services. e — ¢ .
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e ' o
WHAT HATS DO MANY
.ENTREPRENEURS-WEAR?
<
‘ -
Financier Stock Clerk =~
Ipsurance Manager Warehouser
\ Shipper " Driver '
Advertising Copywriter . Artist
) Engineer »_ Sign Painter
. Publi; Relations Agent Electrician
) Designer Salesperson
. Architect - Ombudsperson
. Display Artisan Editor
. Personnel Man’agar Maintenance Engineer
' Vage Clerk . Supervispr
Accountant # ¢ Manager ®
< Eils Clerk Superintendent
- Teacher ___ TaxExpert
Bookkeeper : Analyst »
Mechanjc Economist
Secretary © e Inventor
Grou[\dskeeper > - Travel Clerk
Motor Pool Officer - Writer
Showperson~ * Police Officer .
Billing Clerk . _ )r:u'stodian
. (Adapted from SBA Workshop Materials)
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- ? . .
. 7 ~2
. o
. E_
Business Receipts by Industry Divisions and . 3
Legal Form of Organ/zat/on 1977 . - : 5
8
L. -
[Millions of Dollars] p 2
“ . ® e
. Sole ' - ()
Industry Division *  Total Proprietorships Partnerships  Corporations »
Allindustries 4,384,345 393872 176,548 3,813,925 .
» A 5 * .
Agriculture, forestry and fishing 122,109 - ‘74,641 13,537 33931 - -0 .
All industries, excluding agri- ’ B 2 '
+ cultare, forestry and fishing 4,262,236 319,231 163,011 3,779,994 ) 4
Mining 103,006 4587 5,866 92,553 .
’ Construction s 233,721 42,752 14,230 . 176,745 .
Manufacturing - 1,610,163 . 10,024 8,798 1,591 341 - :
Transportation, Commumcatton . o . ) s .
Utilities 336,130 13 879 . 3818 . 318433 e
*Wholesale and Retail Trade 1,424 725 160, 494 48,616 1 215 815" :
Wholesale Trade . 675388 ° 33499' /  .16,624 625,265 1 L A
Retail. Trade 744 541' 123 594' . 31,983 588, ‘984 !
. Finance, Insurance Real Estate 270,D78 . 19,320 43,895 206863 ‘ g i
Sarvicss 281,168 67,7N 37,788 175589 | .
N?s allocable 3,237 . 383 ——— 2854 ’
. LY K - s
,lDoes not incude unallocated returns. ' ;
Note: Components may not add to tota! becauss of rounding . ' ’
Source: Department of Treasury, Internal Revenue Service, 1977 Sole Propr/etorshlp Returns | c o
Table 1.1; 71977 Partnersh/p Returns, Table 1 and 7977 Comporation Revenue Tax Returns, T‘IM ) 5‘ 5 8 '9..
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Transparency No. 2 ‘ . y Obtaining Technical Assistance
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Transparency No. 3 k Obtaining Technical Assistance
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Capital
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o Obtaining Technical Assistance .
Unit 4 :
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Planning,
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TO SELECT DISTRIBUTION CHANNELS
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ECONOMIC LOCATION FACTORS .~

Type of industry !
- Amount of industry
Stability of industry L .
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'POPULATION LOCATION FACTORS

§‘a

Income levels

- Age groupings

Residential areas
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COMPETITION LOCATION FACTORS .
. : L
- Number of competitors
’ .
Location of competitbrs
\ Condition of competitors
. b ! . \
.Tybe of competitors
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9 'ofq Aouaredsuery,

CENTRAL SHOPPING DISTRICT
CHARACTERISTICS

Located on main‘thorc‘aughfares
Substantial drawing po'wer> t
Heavy traffic - |
High operating costs
Heavy pafpetition |

Declining quality of life
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BUYING A NEW BUSINESS

' Location data is available /

Equipment, fixtures, and furnishings in place
Experienced employees . |

| Possible assistance from previous owners . -

4
!

Established customers : .
! S‘S gt
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"NEIGHBORHOOD SHOPPING AREA
- CHARACTERISTICS

Located near residential areas
Low operating costs

Personal contact with customers

Small traging area

J ijited sales .

G
55
®,
N'Q

)
8
ot
=
(4]
5
o
=)
g
g
&




f
»

SHOPPING CENTER CHARACTERISTICS
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Planned tenant mix
Located near highways

Substantial drawing power

Ample parking
Attractive atmosphere
High costs

Uniform hours
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STARTING A NEW BUSINESS -

Select new equipment, fixtures, and
furnishings . ' :

»

Select own employees

Establish new policies:

10,
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You A Dea_
ON A LOAN !
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GATHER AS MUCH

INFORMATION ON-
FINANCING | -
AS YOU CAN 4 L

611

e
G 197
g Hun

sseulsng ayj supueui] -

' : R (Ul
» * .




- f = T WART To STRRT
e / A Sauip PurcER-
R v RBosivess //
. | r 4 09 :
$ v

{

A LENDER’S MAIN CONCERN:
GETTING THE LOAN REPAID
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BE SURE TO HAVE
LONG-TERM CONTRACTS -
FHECKED BY YOUR ATTORNEY
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THE MOST COMMON TYPES OF o
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. THE ORIGINAL TENANT
i IS LIABLE FOR RENT
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MAJOR FEDERAL
' REGULATORY AGENCIES

Federal Trade Commission
Equal Employment Opportunity Commission

Qccupational Safety and Health Administration

v
Environmentalg Protection Agency
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" IMPACT ON SMALL BUSINESS
| N\
Protection L
‘Paperwork | | -\
R ' / . <
Cost Burden . ' |
Operational Decisions
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LAWS PROTECTING COMPETITION
Sherman Act |
Clayton Act >

Robinson-Patman Act
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LAWS PROTECTING EMPLQYEES

3 ﬂaN Kduaredsuely,

Occupational Safety and: Health Act
' ’ . “ ‘ ' . ‘ O
. Fair'Labor Standards Act | .
Federal Social Security Act [
. . A
' ; J
Workeér's Compensation - -
Pension Reform Act
Civil Rights Act .
' | ' ) 55:?
“National Labor Relations Act L ' \* ot ] =
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LAWS PROTECTING CONSUMERS |
. | Q
Pure Food-and Drug Act
. - -’

_Federal Food, Drug and Cosmetic Act -
Fair Packaging and Labeling Act .
Consumer Credit Protec‘(ion Act
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. LAWS PROTECTING
THE ENVIRONMENT

| Clean Air Act
Solid Waste Disposal Act
" Water Quality Act

Noise Control Act
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PARTIAL LIST OF
BUSINES.S TAXES

Income ? . Ww
Employmt;nt ;
Excise

Sales - - .
"Prbperty‘;*~ | ’

Worker's Compensation

Business Licenses -
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Transparency No. 2 Promoting the Business

d.

Unit 13
Level 2

s

Benefits of Advertising
Aids in the mtroduct:on of new
products.

.. Can help expand the market.

Can help sell the company “image.”

Can help obtain immediate buyihg
action.

Can hsﬁp develop goodw:ll for the
company.
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SMITH BROTHERS

L¥1

| 'PUBLlc'RELATloNs:é ’
PRESENTING THE RIGHT IMAGE
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Transparency No.1 o . *  Managing Sales Efforts
. ) Unit 14
. Level 2 .

Involving Customers

Involving Customefs Helps
- Give Them a Feeling of Ownership

149 -
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Transparency No. 3 Managing Sales Efforts
g } Unit 14

y . -, " Level 2~ .
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Treat Your CUstomér
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a«wsmumnmsow,Zo. 5 " ) Managing Sales Efforts
T L . Unit 14 )
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Hidden Features

Find the Profiles
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, COMPLETE BOOKKEEPING RECORDS 14
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i; INCOmME ‘ -
- STATEMENT
\
= T I .
@ BALANCE SHEET
-
Business transactions Source documents Journal entries The accuracy Financial statements
are recorded on are used to are sorted and of the accounts are prepared from the
source documents. " record business summarized by . in the ledger worksheet to show
~ transactions in, accountsin - is proven by (a) what the business
R . a journal. a ledger. . taking a is worth, and (b) how
. . trial balance . _ well the business
. which is often is doing. can
) prepared as a < :.5-', 4
. part of the s
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HOW TO SECURE BUSINESS PREMISES ' %
_ . ' ' . \ ;:;
I i ‘ J
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e Wall Safe
=~ = Adequate Lighting
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Windows Clear of Posters and Signs Insurance
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i - o . HANDOUTS

Note to Instructor:

This section contains handouts to be duplicated for use with the modules or with the
Instructor Guide as needed by students.
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.~

— Fir;ancier

—— Insurance Manager
——— Shipper

——— Advertising Copywriter

Engineer

—— Public Relations Agent
w— Designer

——— Architect

Display Artisan

Personnel Manager

- WageClerk .
1)

; Accountant
— File Clerk.

Teaciler

Bookkeeper

Mechanic

Secretary

Groundskeeper
Motor Pool Officer

Showperson

——— Billing Clerk

165

Unit 2

Level 2
Handout No. 1

WHAT HATS DO MANY ENTREPRENEURS WEAR?

Stock Clerk

—. Warehouser

Driver
— Artist

e—s— Sign Painter

. Electrician

—— Salesperson

—— Ombudsperson
— Editor

—— Maintenance Engineer

Supervisor

Manager

Superintendent
e Tax Expert
e— Analyst

Economist

Inventor
Travél Clerk
Writer

Police Officer
Custodian

" (Adapted from SBA Workshop Materials)
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Unit 3
. Level 2
Handout No.1 -

QUESTIONS TO BE ANSWERED IN A BUSINESS PLAN
. - /f“\.

After you have played the matching game by classifying the questions to be answered in the Busi-
ness Plan under the right category, you can check your accuracy by the lists below.

1. Description of the Business ' \q.
a. What type of business are you planning (retail, wholesale, service
+b. What products or services will you sell?
c. What type of opportunity is it (new, part-time, expansion, seasonal, year-round)?
d. Why does it promise to be successful? ~
e. What are the growth opportunities? -

9. Marketing Plan S ™
. Who are your potential customexs" ' '

. How will you attract and hold your share of the market" -
. Who are your competitors? How are their businesses prospering?

How will you promote sales? -

. Who will be your best suppliers? Why? N
Where will the business be located?

What factors will influence your choice of location?

What features will your location have?

How will your building contribute to your marketing strategy?

What will your building layout feature?

>

TR me Q0 Up

3. Organization Plan

Who will manage the business?

What qualifications will you look for in a manager?

How many employees will you need? What will they do?

What are your plans for employee hiring, salanes and wages benefits, trmnmg, and supervision?
‘How will you manage finances?

. How will you manage recordkeeping?

. What consultants or specialists will you need? Why will you need them?
. What legal form of ownership will you choose? Why?

What licenses and permits will you need?

What regulations will affect your business?

PR e g0 op

4. Financial Plan
a. What is your total estimated business income for the first year? .
Monthly for the first year?
Quarterly for the second and third years?
What will it cost you to open the business and sustain it for eighteen months of operation?
What will be your monthly cash flow during the first year?,
What will your personal monthly financial needs be?
What sales volume will you need in order to make a profit during the first three years?
What will be the break-even point?
. What will be your projected assets, liabilities, and net worth on the day before you expect to
open?
. What will the capital value'of your equipment be?
What will your total financial needs be?
What will your potential funding sources be?
How will you use the money from lenders or investors?
How will the loan be secured?

=TT @m0 20T
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Unit 3 .
Level 2
Handout No. 2

BUSINESS PLAN CHECKSHEET

Search the sample Business Plan for the answers to'the questions. Decide whether the answers are
clear and complete. Evaluate the Business Plan as though you were the lending agency.

. ' Checkmark | Answer is Answer is
if answer is clear complete
v . included (Yes or No) | (Yes or No)
1. Description of the Business ‘ ..

a. What type of business are your planning
(retail, wholesale, service)?

b. What products or services will you sell?

c. What type of opportunity is it (new, part-
time, expansion, seasonal, year-round)?

d. Why does it promise to be successful?

e. What are the growth opportunities?

Comments about the Description of the Business (Discuss strengths or weaknesses from the
lender’s point of view.) Y

2. Marketing Plan :

a. Who are your potential customers?

b. How will you attract and hold your share

of the market?

¢. Who are your competitors? How are their
businesses prospering?
How will you promote sales?
Who will be your best suppliers? Why?
Where will the business be located?
What factors will influence your choice of
location? . .
What features will your location have?
How will your building contribute to your
marketing strategy?
j. What will your building layout feature?

=5 m®ome o

Comments about the Marketing Plan (Discuss strengths or weaknesses from the lender’s point of
view.)




BUSINESS PLAN CHECKSHEET (Continued)

»

Checkmark
if answer is
included

Answer is
clear

Unit 3
Level 2
Handout No. 2

Answer is’
complete
(Yes or No)

3. Organization Plan

a.
b.

Comments about the
of view.)

‘Who will manage the business?

What qualifications will you look for in a
manager?

. How many employees will you need? What

will they do? ‘
What are your plans for employee hiring,
salaries and wages, benefits, training, and

‘supervision?

How will you manage finances?

How will you manage recordkeeping?
What consultants or specialists will you
need? Why will you need them?

What legal form of ownership will you
choose? Why?

. What licenses and permits will you need?
. What regulations will affect your business?

4. Financial Plan

a.

What is your total estimated business
income for’the first year?

.

. Monthly for the first year?

Quarterly for the second and third years?
What will it cost you to open the business
andSustain it for eighteen months of
operation?

. What will your Pmonthly cash flow be

during the first year?

. What will your personal monthly finan-

cial needs be?

. What sales volume will you need in order

to make a profit during the first three
years?
What will be the break-even point?

g. What will be your projected assets, liabili-

ties, and net worth on the-day before you
expect to open?

169
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Unit 3 . ' :
Level 2 g .
. Handout No. 2

>

BUSINESS PLAN CHECKSHEET (Continued)

Checkmark Answer is Answer is
if answer is - clear complete
included {Yes or No) (Yesﬁgr No)

- 4. Financial Plan (Continued)
h. What will the capital value of your equip-
ment be?
i. What will your total financial needs be?
J. What will your potential funding sources
be?
\' k. How will you use the money from lenders

o or investors?
\ " 1. How will the loan be secured?

Comments about the Financial Pl;m (Discuss strengths or weaknesses from the lender’s point of
view.)

-
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J ‘ Unit 4
. Level 2 | -
' , Handout No. 1
v

9

) \
ASSESSMENT OF SKILL AND EXPERIENCE IN
: (Name of Company)
. - ‘ : ” —
Instructions. (1) Assess your strength or weakness for each management responsibility that applies
to your business by placing a check mark in the appropriate column. (2) Assess in the same manner

the strength and weakness of any key assistants or partners who are active in your business. (3) Mark
every weakness with a red star. £ .

3

M tR ibiliti Owner-Manager Key Assistant Partner
anagement XResponsibIiiies - |gyijg & Experience|Skills & Experience |Skills & Experience

Strength [Weakness| Strength |Weakness | Strength {Weakness

4

I. Manufacturing and Production
. Production planning '
Production engineering
Production methods
Production control
Production standards
Quality control & standards
Cost control >
Plant location
Plant layout

10. Systems management Nd .

11. Warehousing

' 12. Traffic & transportation

# 13. Materials handling E

14. Labor relations . <

15. Employee relations

16. Other (please list)

oGP~ LN

II. Marketing Management
1. Marketing research

2. Marketing strategy

8. Purchasing )

4, Inventory management

5. Pricing
s 6. Physical distribution
1
8
9

. Selling methods -
. Sales promotion ;
. Packaging
10. Site selection
11. Traffic and warehousing
12. Materials handling
13. Other (please list)

. 171




Unit 4
Level 2 :
Handout No. 1 v .

s

/0

o eyegs Owner-Manager Key Assistant Partner
Management Responsibilities Skills & Experience|Skills & Experience|Skills & Experience
: Strength |Weakness| Strength {Weakness| Strength |Weakness

III. General Organization and
Management v
1. Designing business systems
and procedures for: \
- ‘Sales
Warehousing |
. Shipping /
Inventory . A
Purchasing )
Cost Accounting
Finance
Credit and Collections
. Personnel . {
Bookkeeping Ji
Organization planning S
Organization
Policy develo
Legal structu

HOLXIDNOTA LN
"o
=4
o
=
e
-
o,
o
(=2
(@)
w

Pod pumd

IV. Financial Management -
1. Financial statement
preparation -
Financial statement ) M
analysis - ~ocs.
Financial planning,
budgeting, and control R
Taxation management . ‘u
and reporting
Accounting-
Credit and collection
Capital-investment
Financing ) \

B
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Unit 4
Level 2
Handout No. 1A

WHAT TECHNICAL ASSISTANCE DO YOU NEED? =

. 4

.

The following questions will help you assess your strengths and weaknesses as an entrepreneur in
-each of the Management Categories. If your answer to a question is “Yes,” count it a strength. If
your answer is “No,” consider your skill and experience for that task a weakness. ,

N

N
I. Manufacturing and Production (Answer questions in this category only if you are manufactur-
ing or producing a product from raw materials.)

Strength Weakness

~

3 Yes No
1. Do you know how to plan how much you will manufacture or '
_produce? — —
2. Are you familiar with the manufacturing or production o
proce§ses? — —
© [ ]
3. Are you able to make decisions about plant location? —_— ~—
/ 3 3 ’
4. Are you able to plan manufacturing or production space
efficiently? P ——
5. Are you skilled at planning for materials handling? — —
. ¥
6. Can you handle the procedures and problems related to traffic
and transportation? - —_— S
' 7. Do you know how to provide for warehousing? — ——
II. Marketing Management
1. Can you locate your potential customers and develop a profile
of their buying habits? e —
2. Can you analyze your competition? P —
3. Can you develop a selling plan? —_— _—
4. Have you identified the selling techniques you will use? —_— -
5] Can you develop and manage a sales promotion plan? ’ — —_—
- 6. Are you skilled in conducting marketing research studies? . ——
7. Do you know how to develop a product purchasing plan? —_— ——— e
. “
8. Are you experienced in purchasing? — —
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Level 2

Handout No. 1A . ‘

9.
10.
711,

12.
13.

¢

14.
15.

-« o

‘Are you familiar with pricing procedures?

)

'Can you plan and manage the physical fxstribution plan?

Do you know how to develop marketing strategies for your
business? ’ t

l?o you know where to get help with advertising?
Is your inventory system efficient?
Do you know how to select and deal with suppliers?

Can you make the necessary decisions about location,
buildings, and equipment?

III. General Organization and Management

1.

10.
11.
12.

13.

If*you need to hire an employee to help you, do you know
how to search for and select one? ~

Do you know how to develop job descriptions for your firm?

Are you familiar with procedures for determining salaries,
wages, and employee benefits?

Can you develop a personnel training program?

Are you skilled at supervising othe;s?

Do you know how to appraise emﬁlo;egs’ performance?
Are you‘. familiar with methods fo;' motivating employees?

Do yoii know how to develop work schedules for yourself and
your employees?

Do you know how td develop and manage company policy?
Can 3;ou plan a compr)ehensive security program?

Do you know a lawyer who can advise you on legal matters?
Can you set up and manage an information or recordkeeping

system?

]

Do yod know how to plan and manage public relations?

174
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. Unit 4 e
‘ ’ ' Level 2
* Handout No. 1A

Strength Weakness
Yes No

-

14. Are you experienced in long-range and short-range planning? — —
15, Can you develop a business plan? ; — —_
IV. Financial Management

. 1. I?o you know how much money you need to start 'up your
business? . — ——
2. Can you develop the financial statements that are necessary
for every business? —_— —_—

3. Do you know how to determine how much financing you .
need? N ——
4. Do you know how much credit you can get from suppliers?
,How much you can borrow? — —_—

Can you figure whether your business is profitable? . — —
Can you manage-credit and collections? ) —— —

! ’ ¢ . .
Can you set u}and keep your financial record system? .. —_— —_—
Do you know how to figure depreciation? - —_—
’, ToF
Can you manage your taxation program? — —

® ©® N oo o

-

A
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Level 2
Handout No. 2

SETTING UP A TECHNICAL ASSISTANCE FILE '

Get a package of note cards and dmder tabs Sét up a sectlon of your file with a d1v1der tab for each
of the.four categones of tec hnical assistance:

I. Manufacturing and Production

II. Marketing Management .
III. General Organization and Management ‘
IV. Financial-Management

~

Make a file card for each technical aspect of your business in which your ski‘@ or experience is weak.

For example in Section I, Marketing Management, your first file card might be headed MARKET-

ING RESEARCH if that is an area of weakness in your experience. Contmue through the entire list

of technical assistance possibilities in each category. p

Discuss your decisions witgyohr group members and check each others cards for accuracy.

= ‘ . .

3
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. . : Level 2
: Handout No. 1

SELF-EVALUATION TEST FOR
§TRENGTHENING YOUR SELLING SKILLS

Salespeople who take steps to improve themselves will go a long way. They are willing to build on -
their defeats and to learn from their failures. You, too, can learn by the simple process of self-
analysis. You might be losing some sales only because-you hay# certain weaknesses that you could
and should correct. But it’s not always easy to recognize €Xactly what you do that’s wrong. Even
your closest associates can’t always help you. They don’t know how you think and act when you're
face to face with your prospects. Only you can know—through this self-evaluation test.

-

To determine how you can make every lost sale a lesson in selling, give yourself a periedic checkup— .
say on the first of eyery week or month. Make it a part of your self-improvement program. Use the
following questions to evaluate your selling skills. Rate yourself honestly; check conscientiously.

Don't cheat yourself with a biased rating. It can seriously hinder any chances of selfimprovement.

What to Do: Here are eight ways you can evaluate yourself as a salesperson. If you do find any weak

spots, take the necessary steps to strengthen them and eventually strengthen your selling skills.

I

(Check YES or NO for each question) - YES NO
A. HOW SKILLFULLYDO YOU SELL? -

F]

1. Do you learn as much as you can about your prospects befode you h
call—particularly u{ﬁy they should buy what you want to sell them? N

2. Do you start each interview by discussing something you know will
interest your prospect—an offer of service, a promise of benefits,
some significant news, or a sincere compliment?

3. Do you make a complete presentation of the benefits you can offer,
and do you explain their significance to your prospect?

4. Do you ask questions to make sure your prospect understands and
appreciates the benefits you offer?

-

5. When a prospect makes an objection, do you listen respectfully,
repeat the objection in your own words, and then answer it before
you go on with your presentation?

6. Do you anticipate possible price objections by stressing value and
quality?

7. Do you build confidence by telling your prospect names of some . |
of your well-known customers and how well satisfied they are? l

8. Do you emphasize the seyvice you will give when your prospect
buys from you? . . ’

9. Do 'you sell ,il'lrough the eye as well a;s the ear—do yE)u use all the
* selling aids a ai_lable to you? .

s

.

! , ) -17';

]
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/ s

NO

10. Do you always ask for the order—do you emphasme benefits, value,
and service when you close to mgke it easier for the prospect to say
“Yes” than it is to say “No’? .

B. DO YOU KNOW WHAT YOU’RE TALKING ABOUT?

11. Do prospects and customers consider you an authority in, your field?

12. Do you know at least five good reasons why a prospect should
want to buy what you have to sell?

13. Do you know what your competitors are trying to sell?

h 14. Do you know why it would be more advantageous for your pros-

pect to buy from you than from competitors?

15. Do you know the policies of your company?

16. Do you know what services you’ll give customers that are superior

to competitors’ services?

17. Do you know the-advertising program that supports your selling
efforts—do you know exactly what it tells prospects and customers?

1

" 18. Do you read business publications to keep informed about trends
_that might affect your sales?

19. Do you study the sales literature given to you so that you learn

every possible sales argument?

'20. Do you systematically look for ideas and information that might be
helpful to your customers, or might help you serve them more

effectively?
C. DO YOU LOOK LIKE A SUCCESSFUL SALESPERSON?

21. When you call on a prospect do you look like a smiling, cheerful,
3 capable salesperson who is getting his/her share of sales and more?

22. Do’you look confident, as though you know you can bring your

prospect some benefits they’ll be glad to have?

23. Do you walk erec’t, chin up, shoulders back?

I 24. Do you look alert and vigorously healthy—do you watch your diet
and keep yesurself trim?

»
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YES NO
25. Do you always have a neat appearance—including well-groomed

hair, clean hands and fingernails—so'that nothing about you dis-
tracts your prospects while you're trying to sell them? __.Q —_

26. Do you always appear relaxed when you're with a prospect or cus-
tomer, never tense or anxious? ~

+

217. If you smoke, do you always wait for your prospect or customer
to be the first to light a cigar, pipe, or cigarette?

28. Are you careful to avoid exhaling a smoke screen, letting a cigarette
dangle from a corner of your mouth, or frantically reaching for a
cigarette at some tense point in the sales interview? '

29. Do you avoid nérvous hand habits such as adjusting your glasses,
rubbing your nose, scratching your head, or bending paper clips?

s\30’ Do you'look prosperous? . "

\
D. DO YOIfACT LIKE A SUCCESSFUL SALESPERSON? ‘

31. Do you plan every sales call—do you have a ‘spe_cific reason for
being there, never “just to drop in™?

32. Do you make your sales presentations with enthusiasm?

33. Are you aggressive—do you get your sales story to your prospects
in every way you can? '

34. Are you persistent—when prospects say “NO” do yoe keep on
trying if you believe they’re logical prospects?

35. Do you make more calls than the ““average’’ salesperson? \1

36. Are you dramatic—a showperson—do you constantly look for fresh
ways to dramatize your sales story?

37. Do you give your customers more personal service than your com-
petitors do?

38. Do you cooperate wholeheartedly with your boss (and with every-
one else in your company) whose work affects your selling or
servicing?

39. Do you work longer hours than most salespeople?

40. Do you try to make each succeeding sales presentation a master-
piece—the best one you ever made? .
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' : ' YES NO -
E. HOW SUCCESSFUL ARE YOUR HUMAN RELATIONS?

41. Do you learn the name of all prospects—address them by name, use
their names from time to time during your sales preseni;g;_ign?
&
42. Do you remember names of everyone in a customer’s organization
yith whom you come in contact? Do you address the customer by
name whenever you meet?

43. Are you friendly and cordial to everyone yé)u meet?

-
44. Are you sincere? Do you.avoid untruthfulness or exaggerations?

45. Are you reliable, do you keep your promises? Do you deliver as
promised—or explain your unavoidable delays?

46. Are you a good listener? Do you listen without interrupting?

47. Do you resist temptation to talk about yourself—and never, never
discuss any troubles you might have?

* 48. Are you tactful? Do you avoid telling a prospect, customer, or the
boss, “You’re wrong!"™? Do you realize it’s an irritating statement,
and that there are more considerate and subtle wayg to change a
person’s point of view when necessary? ’

49. Do you always say “Thank-you!” for orders, favors,”or cooperation
from various people in your company?

) . . &,
50. Do you remember birthdays, anniversaries, other important occa-
sions, and send a card or note to let your customers and associates
o know you remémbered? .

F. HOW SUCCESSFULLY DO YOU CONTROL YOUR EMOTIONS?

51. Do you try not to lose your temper—even when you think a pros-
' pect or customer treats you unfairly?

. A Y

52. Do you accept responsibility for your own success and never blame
“stupid prospects,” unfair competitors, or anything else for your
failure to make sales? -

53. Do you refuse to feel sorry for yourself when you have a bad day—
and, instead, analyze each presentation to determine how it could
‘be improved? '

54. When you begin to doubt your own ability to sell, do you review
some of your selling successes and determine to repeat them?
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YES NO
55. Do you try to keep your mind free from worry, and replace nega-

tive thinking with positive thoughts of success and how you can
achieve it?

56. Do you face problems and solve them, instead of ignoring them
and letting them become mountains?

57. Do you accept and profit from friendly criticism?

> 58. Do you handle necessary but less-challenging details of your work
promptly and well, without complaining?

59. Do you start each fay with an optimistic estimate of the sales

you're going to make? -

60. Do you analyze your own reactions from time to time; do you try -
to understand yourself so you can keep your emotions under con- ,
trol more successfully? I J

»

G. ARE YOU A GOOD ORGANIZER?

61. Do you study the sales potential of your territory—do you know
where to find prospects who can give you the sales volume you
want?

62. Do you plan your work each day so you know exactly what you
intend to do and what you want to accomplish?

. " 63. Do you organize your selling aids—do you make sure you have
' everything you need before you start out each day?

€4. Do you plan to cover your territory so systematically that you
waste no time between calls? -

65. Do you plan to use the telephone-and the mail systematically to
contact prospects and customers more often?

66. Do you set a quota for yourself based on your knowledge of your
territory (which may be larger than the volume of business your
boss thinks you can sell)?

67. Do you handle paperwork you’re required to do in an orderly,
systematic manner? °

68. Do you follow through at regular intervals after each sale to make ,
sure your customer is satisfied and will keep on buying from you? -

69. Do you ask yourself from time to time, “What’s the most impor- ®
tant thing you must do now?”’ and then do’it? ' 3
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YES NO
H. DO YOU THINK LIKE A SELLING PROFESSIONAL?
’ 70. Are you proud and happy to be a salesperson?
71. Do you believe selling is one of the most important professtons in
the world—because the success of salespeople provides jobs
millions of people, enables them to pay bills, educate their children, —
and afford some pleasures? ~\
72. Do you know that business conditions are constantly changing—
thal yesterday’s ways of selling are not always the best today?
73. Do yowcontinually try to update your selling techniques?
74. Do you try to improve your ability to communicate your ideas to
prospects and customers more effectively? «
75. Have you taken courses in selling, public speaking, creative think-
— ing? Have you read more than one book on salesmanship during
this past year?
76., When you read books on selling or listen to discussions of selling ,
methods, do you look for ideas you can adapt to your own work?
Do you try them?
77. Do you study the sales material given tc you By your boss? Do you
apply it to your work as your boss suggests? Do you try to get
everything you can out’of sales meetings?
78. Do you try to contribute as much as you can to the success of
those meetings? |, :
79. Do you try to increase your success by (1) analyzing your own
work each month; (2) planning a systematxc self-improvement
program?
/ o . -
/ YOUR RATING (Jot down your rating on this line) .
f HOW TO RATF YOURSELF; Add your “NO” answers, multlply the total by 10, and deduct this .
k total frorh 100
N\ .
\ /// \ ) .
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THIS CHART SHOWS THE RESULT OF YOUR SELF-EVALUATION—IT WILL HELP YOU
SELL UP TO YOUR FULL POTENTIAL.

Make a dot in each column to show the rating you gave yourself for that partlcular numbered test.
Then, draw a line from each dot to the next.

The graph you get will reveal both your weaknesses and your strong points. You'll know what to
eliminate and what to strengthen—if you want to sell to your full potential and win more customers.

GRAPHIC SELF-EVALUATION CHART
2
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(Adapted from a “Self-Evaluation Test for Strengthening Your Selling Skill,”” developed by the
Bureau of Business Practice on the National Sales Development Institute, pp. 28-35)
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SALES DEMONSTRATION
- RATING SHEET Y
‘ ’
Name Type of Merchandise Sold
’ |
* Excel-  Judged
Poor Fair Good lent Points
' APPROACH: (Possible-Points-10) 0-1-2 3-4-5 6-7-8 9-10
1. Alertness (2 pts.) .
2. Sincerity (2 pts.) -
3. Approached the customer correctly for .
- a selling situation (2 pts.)

® 4. Usedan appropriate greeting (2 pts.) ,
5. Appearance (2 pts.)

PRESENTATION: (Possible Points-25) 0-7 8-14 15-22 '23-25 _—

1. Was presentation clear? (5 pts.)

2. Were benefits shown? (5 pts.)

3. Was customer given an opportunity to
talk and ask questions? (5 pts.) _ .

4. Was sufficient merchandise information J
given? (5 pts.)

5. Was presentation too rapid or too slow?

« (5 pts)
HANDLING OBJECTIONS: - ' 2:34 6-7-8 10-11- 13-14-
(Possible Points-15) ' ; 12 | 15

1. Was each objection answered? (5 pts.)
2. Was tact used in handling objections? . .
(5 pts.)
- 3. Was customer given an opportunity to
voice objections? (5 pts.)

VOICE: (Possible Points-15) 2-34 6-7-8 10-11- 13-14-
1. Was volume too loud or too soft? ' 12 15 \<
(5 pts.)

2. Was voice clear? (5 pts.) . \/

3. Was tone varied or monotonous?,(5 pts.)

CLOSE: (Possible Points-20) 1-3-5 6-8-10 11-13- 16-18- N
1. Was close smooth and natural? (10 pts.) , ' 15 20
2. Did participant take advantage of
opportunities to close?¢10 pts.)

SUGGESTION SELLING: 2-34 6-7-8 1011,  1314- —
(P0351ble Points-15) 12 - 15
. Was this a smooth and natural part of
the sale? (5 pts.)
2. Did participant select a proper related
item to suggest? (5 pts.)
3. Was the timing proper for the suggestion
of a related item? (5 pts.)

TOTAL POSSIBLE POINTS-100 ’ TOTAL JUDGED POIN;I‘S —_—
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PROFIT AND LOS;S STATEMENT
Fo}’ the Year Ending December 31, 19~
Gross sales
Less: Sales returns and allowances
“ Net sales‘
Cost of goods sold:
Beginning inventory . $

+ Purchases

Gross available for sale
\

Ending inventory

Cost of goods sold

Gross profit (margin)

!

Expenses:
Wages and salaries $
O\;'r;er salary
Interest
Rent
Insurance

Advertising

Miscellaneous expenses

Depreciation . -

Total expenses

Net profit

185
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BALANCE SHEET
December 31, 19--
Assets
Current assets: B ' | . ’ !
Cash $ !
Inventory .
Accounts receivable
Total " ' "$
Fixed assets:
Store fixtures and equipment $
Less: Accumulated depreciation
Current value : $
Delivery truck $ ’

Less: Accumulated depreciation

Current value * ‘ $ .o '
Total assets " . $ \
©  Liabilities and Net Worth
Current liabilities: _ ) ’
Accounts payable . B
Accrued wages
Total . / $
Fixed liabilities: . \
Notes payable
Total liabilities
pviner’s equity:
Propriétor net worth ) U . §
Total liabilities and net worth ) g $

186
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MODEL
ACTIVITY RESPONSES

73 .,
-,

Note to Instructor:

This section contains suggested responses for module activities. The instructor should use
judgement for those activities where there is no single response.

187

1¢6;:




¢, . Unit 1
- Level 2

- . MODEL ACTIVITY RESPONSES

An independent enter;Ze is different from a branch oper#ion in that there is—
® Higher capital investment ~
" ® Better sales/employee ratio
® Higher employee salaries
Construction fitsin the
® Servige industry segment.
Trends to consider dnd actions to take include
A N
® Average salary
® Average growth area
® Average number of employees
® Best geographical environment
® Locating close to raw materials, labor, ete.
® Locating away from competition
Asshort contingency’ plan to increase sales could include ’ .

® New market segments, more diverse products, different distribution channels, etc.

189
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MODEL ACTIVITY RESPONSES
Y .
BUSINESS PLAN CHECKSHEET
. Answer in Business Plan Answer Answer .
Questions for MARINER’S CATCH Clear Complete -
1. Description of Business
a. type of businesses . - both retail (60%) and wholesale Yes Yes
b. product or services - fish market—*“fish off the boat” Yes Yes N
c. type of opportunity - expansion (wholeéle business, . Yes Yes
) retail business) seasonal (whole- '
sale business)
b % d. promise of success 1 - consistent & increasing wholesale . Yes Yes
P business can be improved by more :
direct selling. ' , —
e. growth oppgrtunities - high profits in wholesale business; - Yes Yes .
‘ quality qgseafood exceptional; ' V'/>4
many friends in seafood industry . .

Comments: If 60 percent of present business is retail, and demand there is seasonal according to
weather and tourist-traffic, then increasing the more steady wholesale business where profits are
higher should increase profit. The business is established and well received in the area.

2. Marketing Plan ) .
a. potential customers - the market within 25 miles of thé Yes Yes
' business is over 100,000 retail and
00 wholesale customers

b. attract and hold customers irect contdct to wholesalers, word- Yes Yes
c . of mouth recommmendations of
! { customers
c. competition - three competitors, each with some Yes Yes
- weakness that MARINER'S can :
. N - cash in on ‘

d. sales promotion - local radio and newspaper campaign Yes Yes ™

e. suppliers - MARINER'S pays premium prices Yes Yes
in cash, good relations with sups .

' . pliers :

{. location - heav1ly traveled tourist route Yes “ Yes

g. factors influencingdocation - near dock, option to buy buildjng Yes Yes -

. h. features of location - low rent, cement floors v Yes Yes a
- i. building features - MARINER’S has im proved the Yes Yes

building, walk-in freezer and new
paneling

j- features of layout R - good selling and preparation space Yes Yes . )
"and extra space for converting as ’ /

| ‘ needed
Comments: The marketing plan appears well-planned. The competition appear to be vulnerable i '

where MARINER'S wants to become strong. Good relationships with suppliers, strong location
and building features, and low rent are all positive factors.

P
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BUSINESS PLAN CHECKSHEET (Continued)
/ 1
! Answer in Business Plan Answer Answer
Questions for MARINER’S CATCH Clear Complete
3. Organization Plan .
a. manager / - Swanson and Switzer will work Yes Yes
as team; each well-qualified for - -<
. assigned role <
b. manager qualified - both are well-qualified (see experi- Yes Yes
ence summaries)
c. employees needed - one part-time salesperson within Yes Yes
‘ . six-months; one cutter, as needed ’
d. plans for hiring, pay, bene- - described under ‘‘Personnel’”: Yes | No
fits, training, supervision " wages, fringes, benefits. No men- .
‘ tion of training or supervision.
e. financial management - no mention of financial manage- No No
ment plans
f. manage recordkeeping - a CPA named as a resource Yes No
g. consultants/specialists - several specialists and consultants Yes Yes
2 are mentioned
®  h. legal structure - corporation, with board of direc- Yes No
. tors, doesn’t 'mention stockholders .
i» licenses & permits not mentioned No No
B not mentioned No No

regulations

3

Comments: The plan addresses management personnel and their qualifications, describes personnel -

- employment plans, and identifies consultant and specialist resources. Although the legal.structure is

not mentioned specifically, the company name includes “Inc.” and the members of the board are
mentioned. The absence of information about financial management and recordkeeping is not
unusual in a Business Plan. The care with which this Business Plan is developed gives evidence that
the company is well managed. ,

4. Financial Plan

R

estimated income for first - Annual Projected Income State-

year ment, Year 1: -8684 (loss); Year 2:
$5,183 (profit); Year 3: $4,750 )
(profit) ,

monthly for first year - Monthly Projected Income State-

. . ment

quarterly for first year - Quarterly Projected Income State-

ment ’

- Sources and, Applications of Cash
- Monthly Cash Flow Projection.
- Quarterly Cash Flow Projection

cost to open business
monthly cash flow
quarterly cash flow for
years 2and 3 ‘
personal monthly budget
estimated sales volume for

- Salaries are given for two years
' - Annual Projected Income State-

3 years, ment .
break-even point - Break-even Analysis

projected assets, liabilities;~ - Beginning Balance Sheet )
niet worth '

capital value of equipment - Capital Equipment List -

-

: ' | 191 ,

Yes

‘Yes
Yes
Yes
Yes
E2
Yes
Yes
Yes

Yes'ﬁ

Yes
Yes,
Yes

+ Yes, -
Yes

No
Yes

‘ Yes
* Yes

Yes
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~ BUSINESS PLAN CHECKSHEET (Continued)
. Answer in Business Plan Answer .  Answer
- ‘ ‘ Questions for MARINER'S CATCH 1 Clear Complete
4. Financial Plan (céntinued) » . .

. i. total financial needs - Sources and Applications of Cash Yes Yes
j. potential funding sources - Sources and Applications of Cash Yes Yes
' k. application of funds - Sources angd Applications of Cash Yes Yes
* L. security for loan --Sources and Applications of Cash Yes . Yes,

v ap pear realistic. ,

At bottom of page: Assets of the
business and SBA guarantee

192

Comments: Analysis of the financial reports shows that the company will be able to weather the
first two years after expansjon, sustaining a small loss the first year, but building back to a $4,750
net profit in the third ygar after the salaries of Swanson and Switzer have returned to normal. The
cash flow estimate shows decreases but promises to maintain an acceptablé level. The Break-even
Analysis appears realistic. The sources and amounts of loans needed and the apphcatlon of funds
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Case Study

4

Before he invested his méney in the property, Frank could have employed a real estate appraiser in .

Anderton, Oregon to zgsess the value of the langd. R '

He might have checked with the Anderton Chamber of Commerce, the Retail Merchant’s Associ-

‘ ation, or & local banké about the feasibility of his idea to open a business in that town.

- -{

He should have developed a busineé plan’for the busjness before moving to Oregon and investing

W a

- - -

. [ K e B ' ’ . . . ﬂ
He could have employed a lawyerpor wpusiness consultant in Los Angeles to investigate the offer

beforé he invested any money other than that necessary far»technieagassistance.
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MODEL ACTIVITY RESPONSES

* Case Study

1. Thesix C’s used for evaluating credit applicants are: (1) character, (2) capital, (3) capacity,
(4) collateral, (5) circumstances, and (6) coverage.

2. Although Jim probably made a good “character” impression on the loan officer because of his
standing in the community, Jim failed most of the other criteria in the six C’s evaluation. First
of all, Jim’s capital was much too low—$1,000 in savings is not enough to convince the bank

* that it would be a good idea to loan him the money. Next, Jim’s plans for the business are
sadly lacking in capacity. He has neither planned for the f1nanc1al end of the business, nor has
he planned for his marketing strategies. His only plans are to “organize a community music
festival.” With a high unemployment rate in the area, the circumstances surrounding Jim’s
potential business are also not very favorable. Musical instruments and instruction are usually |
considered luxuries—and most people can’t afford such items when they re unemployed.
Finally, Jim has no plans for protectmg "his busme?s Thus he had no “coverage’—the final
evalyation, criteria.

»

3. To improve his loan potential, the first thing that Jim needs to do is design a strong business’
plan. He needs to plan hjs marketing strategies in light of the products and services he will
offer and the customers he will have. He needs to know where to locate the business, and how
to protect it. In addition, he needs to design a more structured financial plan for the business

+ and obtain additional capital. Only when he has a complete business plan prepared should Jim
return to a loan office.

4. Since jim is a music teacher, his first alternative action might be to contact the local teachers’
credit union. If this isn’t possible, he.might try alocal bank, a savings and loan, or an insurance
agency. His other options mcl‘hde seeking federal loan assistance.

¢
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MODEL ACTIVITY RESPONSE

Case Study

Jill is more interested in the ‘‘doing” side of the business. However, as an owner/manager, her ener-’
gies need to be directed toward planning. She should delegate routine duties and spend more time
with planning, organizing, directing, and controlling the business. Small business owners need to
plan too. Otherwise, they may not be in business very long.

H
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job analysis
employ;e referencels
application f orm
interview

references

on-the-job ‘

autocratic

" communicator

extrinsic
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When Jay first starts his business, he may find that he is able to keep his business records even
though he doesn’t have an accounting background. His accounting courses should have covered the
basic information he will need to keep the books at this time.

Case Study

3

Jay will need to maintain a number of records on his small business. He may want to keep journals
or entries of income and expenses, ledgers or books on various customer accounts, and inventory

records. If he hires someone to help him in the store, hell also have to establish some sort of pay-
roll record system.

\
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Level 2 ¢
MODEL ACTIVITY RESP'ONSES
PROFIT AND LOSS STATEMENT
For the Year Ending December 31, 19-
Gross sales ] ' * $260,000
Less: Sales returns and allowances , 10,000
Net sales . ? $250,000

Cost of goods sold:

Beginning inventory . $ 40,625
+ Purchases ’ ' 169,000
= Gross available for sale 209,625
- Ending inventory 50,000
= Cost of goods sold o 159,625 ‘ $159,625
Gross profit lm,argin) ’ $ 91475
Expenses:
Wages aﬁd salaries $ 19,600 / :
Owner salary V 15,000 Yo
Interest " 10,800
( Rent' 2,400
Insurance . 200
Advertising : , 2,000
Miscellaneous expenses : 1,500
Depreciation 6,500
To;,al expenses ’ ) $ 87,000
Net profit . $° 4475
V4 - ‘
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Level 2
“ o BALANCE SHEET .
A - December 31,19-- h .
Assets
Current assets: ‘
Cash | §14475 '
Inventory ‘ 50,000
Accounts receivable _75,000
“Total ' : $139,475
Fixed assets: )
Store }\}xtures and equipment $ 60,000 -
Less: Accumulated depreciation l _ 5500 ’
Current value $ 54,500
Delivery truck : $_ 7,000
Less: Acctimulated depreciation __1,000
_ Current value ‘ ' $ 6,000
Total assets : ) ¥ , $199,975
Liabilities and Net Worth )
Current liabilities: - -
’ - Accounts payable - $169,000
Accrued wages __ 2,000 . -
~ Total ’ ) . R $171,600
Fixed liabilities: . ' o
Notes payable ‘ -_10,000 /
Total liabilities . o * $181,600
Owner’s equity: . o '
P Proprietor net worth o ' 7 $ 18875
Total liabilities and net worth _ - A - $199,975
2 - . ~
‘ =
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Level 2:
. MODEL ACTIVITY RESPONSES
Case Study
1. $500
2. 50days,
3. Higher
4. Identify accounts that are overéue beyond forty days and reasons for thirteen late payments.
5. Initiate policies and procedures to collect overdue accounts.
\
{
/
\ -
)
i 200
) 3
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MODEL ACTIVITY RESPONSES
¢

~

1. Checks accepted for amount of purchase only, with two forms of identification. No two-party
or payroll checks. Ten dollar fee on all returned checks.

Case Study
? \

Possible policies and procedures

& 2. Give all customers personal attention. Inventory items must be shown by a salesperson. No
self-service.

3. All employee purchases are to be made before or after store hours.

4. Allinventory items removéd from display windows nightly and placed in the store safe.

Mechanical equipment

1. Safe {
2. Alarm system
3. Locked, closed display cases

1
. 4. Protected doors/iron grates

Insurance needed
h

1. Liability insurance . - .

2. Casualty insurance

3. Fire insurance oninventory and fixtures

=

Y

P .y
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- MODEL ’ . <
ASSESSMENT RESPONSES-

Note to Instructor:: : . -
This section contains the questions and suggested answers to be used as an assessment of
student competency at the completion of each module. These questions are the same as
found at the end of each module.

!
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t - ’ + +  Level 2

ASSESSMENT Directions: Read the following assessment questions to check your
own knowledge of the information in this unit. When you feel
prepared, ask your instructor to assess your competency on them,,

1. How can statistics help you make an informed decision? /

2. What is the difference between an establishment and an
- \ - enterprise?

8. What is the Standard Industrial Classification code?
4. What are the traditional small business industries? _

5. What products are small manufacturing firms llkely to
produce” _ ,

. 6. If you were going to open a small man’ufactur‘mg business,
) what are some of the questions you vyould' need answers to
before starting the business?

7. How mlght the Small Business Admmlstratlon be helpful in
answering the questions?

N [ 4 R
. ) 8. Where else besides the Small Business Administration might
: you go for help-in answering the questions?

9. What role do wholesalers p]ay in bringing goods to the
marketplace? -

10. What are three basic types of wholesalers?

11. Why might wholesaling be difficult for a first-time
entrepreneur? :

12. Is retailing traditioﬂally an area for small business
endeavors? Why or why not?

13. What might be some of the causes for failure in a small retail
business?

14. What are somé typical service industry businesses?

15. Why does the marketplace affect servxce busmesses $0
crltlcally"

. 16. Why does the marketplace affect service businésses S0 -
p T critically? -

17. Why is the service industry expected to grow in the 1980’s?
18, What is the single biggest cause of business failure? -

19. How can we find opportunities for becommg sma]l busmess
entrepreneurs?

205 d
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Can we develop entrepreneurial skills?
~CX
How might you decide if your “idea’”for a small business
invention or new combmatlon of old products and services is
worthw1le pursumg" . .

H

What are some ways that new businesses get started?
How do supply-and demand affect the economy"

How does competition affect supply and demand" -

LY

What are the major factors that affect the success or failure
of a small business? T

’ ~ »
. '
t
o~ A v
L4 . -
v
* @
%
]
’ E 4 N N
»” )
.
’ N
. 1
s >
3 \ . -
.
. v
- .
. -
£
\ .
[N < 3
o
»
»
[
*
3
“ .
- . r)
;
b ; -
s
. . -
-
3 , ‘
.
1
~ ¢
@ ’
.
. B . .
. & . \
» » N
- {(
. ) ~
B s .
-~ [ ¢
P . &
- |
’ A}
. .
[ 4
L
[ J : .
~ x - -
¥ .
206 . .
.
. R “ . ¥
o~ *
17: Co :
e N R
- N .
-~ J
-
o
f .
+
. . \

)

Fx




»r o | g ' Unit 1
’ N . ) i - Level 2

" MODEL ASSESSMENT RESPONSES’

*

1. Statistics should be used to study trends and to geheratehspe'cific thinking, but not as the
SN source for specific answers to specific questions in a specific situation.

2. An establishment is a location of business activity. An enterprise is an individually owned and
operated establishment which may do business at more than one location.

3. The Standard Industrial Classification code is the method developed by the government to
classify and survey ‘all business activity in the United States.

' 4. The traditional small business industries include wholesale trade, retail trade, agriculture, for-

’ estry, fishing, construction, and services. .

-
5. Small manufacturing firms are more likely to produce.leather products, apparel, and furniture. }
These are.é@dustry'segments where the fixed assets are relatively low.
. Py

6. Before opening a small manufacturing business it would be'wrse to obtain specific information
on wages, employees, equipment, fac;lltles, raw materlals, and energy costs in the specific seg-
ment under conslderatlon Dlsc@ler information about the customers’ buying patterns; find <
out the competltlons weaknesses in serving customers’ needs; determine, if the contemplated
product or process is more unrque cheaﬁer,faster, or better than the existingyproduct or
pl’OCQSS" t. “ L P
1. The_SBA can provide a wealth of statistical data on all aspects of opening and running a small
, business—by ln:)ustry, by geographical area, and by possibilities ¢f capital and labor resources..

8. Besides the help/SBA can provrde, an entrepreneur can get help from industry assocratrons,
trade magazrn%, other companies, customers, and professronal consultants °

9. Wholesalers are the middlemen who move goods from the manufacturer to the retailer or,
many times, fromthe original manufacturer through several layers of “flnlshers who gét the
" product ready for the retaller to sell to the consumer,

X 10. The basic wholesaling types of business yxm/erchant wholesalers, manufacturers sales
. branches, and” merchandige agents and brokers. . -
‘ %
. 11. Wholesahng can present drffrcultlels to the beginning entrepreneur in that the buymg and sell-
ing patterns are not always immediately obvious. Wholesaling can, however, be learned and will
" often*provide a “safer” risk than manufactunng or retarhng

N 12 Retarhng is tradrtrcjnally a small business mdustry g . o
2 ' T
"13. Small busrnes compe(tes very well in retalhng because of the need for many locations, great
vanety in merchandise offered and avallablhty of good labor.
, ° l \ A—
L 14. Some of the causes for fallures in small retail buslness would include: recessionary gconomy,
. . small size and young age of the enterprise, or farlure to meet changmg market needs.

.t v
‘ .
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15. ‘Some typical service industry ‘businesses are hotéls, motion picture theaterd, health care facili-
ties, law practices, auto rep?ir shops, and soon. o - \«

16. Service b)usin%ses are critically linked to the marketplace because of the personal nature of the
need they fulfill. : , ’

17. Yhe service industry is expected to show grow:h in the 1980s because of its great variety of
choices for would-be entrepreneurs in start-up cests, lead time, and legal®ase of entry. In addi-
tion, the leisure time and discretionary income.of Americans are both expected to grow. These

. are trends that will increase the demand for services such as travel, education, agd‘ entertain-
ment. . B N
: . \ L -
18. The single biggest cause of business failure is mismanagement by the entrepreneur. ,

3

»

. 19. Ideas for small business opportunities are available from organizations that',sell or rent ideas;
thagazines and companies that will help find the right idea;eclassified pages of the newspaper;
and personal gbservations of the ma;ketplace and its needs. . : ’

<

N
e

Entrepreneurial skills can be learned and px:acticed by making use of some of the written mate-
rial that is available fof study; by practicing previously successful methods withig personal
experience; or by obtaining assistance from sources who have either the acadeimc or practical

credentials for success. , -

91. Evaluating an idea fora small business opportunity begins with a simple process of deciding
, whether or not the business venture is legal, ethical, enjoyable, and adaptahle to the life-style
- - "and resources of the entrepreneur. If it meets all of the initial screening criferia, more formal
evaluation involving the steps learned in this chapter would be used to evaluate the business
potential of the idea itself. ’ o

@

‘ ~ 22. Some businesses et started very haphazar_ﬂy as an outgtowth of some personal, professional,
or social activity. Others are planned enterprises that might result from the e;ltrepreneurfi‘hap-‘
;- pening’’ upon a discovery or actually conscionsly seeking out opportunities.
23. Supply and demand determine produc tion and employment levels because the supply pro- +  *

duced 1s governed by the “need” exhibited inthe marketplace. Guessing at future needs is
where entrepreneurship finds its niche. . :

Y 24. Competitioh among suppliers works to ensure a variety of goods with sufficient qyantity avail-
able at reasonable prices. o o ‘ I . .
- "."95. The major factors that affect the success and failure of small businesses include: competence -
. of the bntrepreneur; viability of the product or service in the mrarketplace; availability of capi- '
tal; management of the business; and proper goal setting in business planning. .

PR
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Directions: Read the following questions. Answer each question to
check your knowledge of the topics presented in this unit. When you )
are finished, askjyour instructor to check ypur answers. °*

-

k. What are some of the entref)reneuriél hats you will have to
wear to run your own small business? - .

2. Which of the entrepreneurial character traits do you think
_will be most important to you in running a small business? -

3. What are some of the motives you feel you would have for
starting your own.company?

4. What do you think would be your, biggest problém in running
+ your 6wn business? J .
5. What type of business opportunity will you be most likeliv to
¢onsider if you start your own company? Why?

6. What experience do you haye or do you expect to gain that
will be useful, should you start your own company?

%7. What area of running a business (which entrepreneurial hat)
" do you think you would most.likely wantto hire an expert to
handle for you?
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»
.

1. The answers should reflect the student’s grasp of the wide range of duties listed in the chapter,
and should reflect an understanding of what areas of skills are needed to perform the function.
For example, an answer of “salesperson” could be understood to require good “affective” |
skills because sales require good communications. Salespersons might also need good “cogni-
tive” abilities to be able to idenlify the problems of the customer and offer possible solutions.
(See transparency for Table 2—list of entrepreneurial hats.) _

2. The character traits might include: ugh-mindedness, hard-working, self-c'onfidexi.t, reasonai)le
risk-taking, flexibility, creativity, géal-setting, problem solving, profit-motivated, enthusiastic,
or any other trait the student has identified that seems reasonable. '

3. Some of the motives for starting your own,bu'siness would include: money, independence, self-
_ satisfaction, achievement, competition. The student may also rightly list: because the dppor-
tunity exists through family resources; because the family wishes he or she would take over

the family business; or any other reasonable answer. ' ) -

4. Some of the biggest problems of running a business might include: less money in the beginning,
longer hours, not enough support fgom peers, inexperience, family antagonism, or any other
reasonable problem the student might perceive from personal evaluation. )

~

5. The answer should inc'lude the type of legal entity, the way in which market entry would be :
effectedT and the type of ptoduct or service. . B :

6. The student should be specific in listing experieq‘ce that will be useful in r{lm{ing a business;
This might include: time spent doing bookkeeping, writing copy for school hewspapers, work-
ing as a stock clerk in a store, or any experience related to the list of entrepreneurial hats in

the text. 4 i ) . . . L

7. The answer should reflect the student s knowledge of his or her own strengths or weaknesses
in the affective, cognitive, or manipulative areas of running a l;gsinpss. An example would be
. hiring a security guard du¢ to the lack of the “manipulative” skills necessary to perform that
function efficientlypsafely, and legally. _ .
R 1] . S,
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ASSI‘BSSMENT A. On a separate piece of paper, number from 1-20. Place a check
- next to the number for every statement that describes a contribution

‘ that the Business Plan makes to the entrepreneur.

| 1. i’rowdes records fo%ral income tax returns
2. Helps establlsh a credit rating for the business . -

. ‘ ' 3. Leads to a sound busin*ess structure .
’ ) 4. Helps the buyer select merchandise

5. Proy'ides arguments for buying a franchise
6. Clarifies financial needs'

~

9.
10.

B. Classify each of the following questions into the proper eategory by
. R matchmg the section number (Roman numeral) to the questions.

Sections - A | . S

Serves as a communication tool -
; .

Helps set up epfiployee interviews for employment

Identifies a management pathway

Produces a marketing plan i

» -
.

Ls. Description of the business
*Marketing plan ~
Organization plan

IV. Fmanc1al plan

x

. Questlons . .
R : X .
- j . 11. How will you promote sales?”
J , 12. What type of business opportunity is it?

13.

" 13,
. *Who afe-your best suppliers? ’ '

. What w111 it cost you to open your busintss and sustaii it for

o

How are your competitors currently prospering?

What are-the features-of the location?

What is the break-even point? '

How will you control finances? Kee{a records’

’

18 months? . ) . o
, :

211 - ‘ .
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. 19. What a[prt}]g}factors, you considered in building

requirements?
) 20. -Who will manage the business? —_ 5.
~ -
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Contril?‘ltions that the Business Plan makes to the entrepreneur. )
1. ’
— 8 v
2.
2.
X 3 . . :
— X The Student Module gives the following ways in which a Business Plan
4. "helps entreprenetirs:
. b, “*leads to.a sound business structure (3) . \
*produces a marketing plan (10) /
X 6. *clarifies financial needs (6)
*identifies a management pathway (9)
X 1. *serves as a communication tool (7)
8.
, X 9.
)
X 10. ‘
e ¢ -
. - f
Classification of questions into the proper category.
o 11. ’ " , C o
1 12, '
-
. I 13. .
I 14. ’
<, Question 12 is related to the Descnptlon of the Business ~ '
-7 T 15. Questions 11, 13, 14, 15, and 19 all relate to the Marketing Plan T
Questlons 17 and 20 are related to management in the Orgamzatlon Plan
V416, Questions 16 afid 18 relate to the Financial Plan’
JII 17 o ‘
' B 4
_Iv 18 )
_I 19 _ J "
. I 20. ‘ |
213
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)
Directions. Explain in your own words each of the following
staternents about technical assistance.

1.. You cannot expect to know all you nee& to know about an
entrepreneur’s job—even after you become experienced.

2. Orie way to organize the wide variety of assistance available
to you is to use the four-broad categories of business
management as “containers” for classifying the services you
might need. )

,

3. The most efficient way of determining your need for technical

assistance is to evaluate your own level of skill and experience -

and that of your key subordinates o&gartners._
L

4. Once you have identified strengths and weaknesses for each
management category, you should highlight the weaknesses . -
with red ink.

[
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P

1. You cannot expyt to know all you need to know about the entrepreneur’s job—even after

you bécome experienced. Owning and managing a business requires skills and experiénce in

the four major categories of business management: manufacturing and production, marketing,

orghnization and management, and finance. Although every entrepreneur should be highly

skilled in one or more areas, he or she will not be likely to have the time to become expert

in all four areas—even with experience. Because there is so much to know, the entrepreneur

should always expect to use technical assistance from outside the firm.

' A

2. One way to organize the wide variety of technical assistance available to you is to use the four
broad categories of business management as “containers”’ for the classification of services. In
order to tap the reservoir of assistance, you need to .organize yourbusiness activities so that
you can determine if you needlhelp. The major classifications of business management make
it easier to think of all The activities in each category in an organized manner. ’

3. The most efficient way of determining your need for technical assistance is to evaludte your
own level of skill and experience and that of your key subordinates or partners. If you evaluate-
your own skill in each activity that you will have to manage, yqu will see which areas are your
. weak spots. If your subordinates or partners are also wéak in the same places, then you know
in advance that you will be prepared to seek assistance outside tHe company when the need
' arises. . , :
4. Once you have identified strengths and weaknesses for each managemeh‘t category, you should
- highlight the weaknesses with red ink. Using red ink to mark your weaknesses is like raising a
- red flag to signal danger. The red flags mark the potential danger areas—areas where you should
be prepared to Se€k technical assistance. > . :
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Directions: Read the following questions to check your own
a knowledge of these topics. When you feel prepared, ask your
instructor to assess your competency.

1. Identify characteristics-of the following types of partners in a
partnership: ' ’

o General partner )
e Silent partner

L Dor;nant partner

¢ Nominal partner

-«

2. List the main characteristics of a'public corporation and a

®  closed corporation.

<

3. Describe conditions under which you would want to offer
common stock. -

4. Identify types of services a franchisor may provide to a
franchisee. C

-«

5. It is important that you are able to identify sources available
. . to aid you in choosing a type of ownership. Identify at least
six sources you could use to aid you in making a decision. ’

v

N 5& -
6. ldentify at least five-factors that influence the choice of a type
of ownership. ' ) ~ ‘

217 . ' '
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1. Identify characteristics of the‘fgllowing types of partners in a partnership:’

a. General partner—The general partner contributes financially to the partnership and works -
, actively in the business. All partnerships must have at least one general partner for liability
’ purposes; they share in the unlimited liability for the firm. General partners get an equal
share of any profits. In choosing a general partner, you would be looking for'a particular
individual to share your business venture. This particular person should possess the skills
you lack and should be willing to share the financial risk and management respolasibility.

b. Silent partner—A silent pagtner serves as a source of capital by investing money in the busi-
ness in the hope of financial return. The silent partner does not take an active part in the
management of the business, but is publicly known to be a partner.

’

c. Dormant partner—This type of parfner invests in a full 'share of the business, but does-not
take an active part in management and is not known by the general public.

d. Nominal partneﬁ-’I‘his individual is not a rea} owner in the business. The nominal partper is
generally someone well-known in the community who allows his or her name to be associ-

ated with the business for promotional purposes.

-

9 List the main characteristics of a public corporation and a closed corppration.
Public Corporation—
e Stock is made available to anyone who wants to make a purchase.

e The value of stock is determined by the, price (market value] that the public will payy
rather than by the determination of value by a smalkgroup asin the closed corporation.

Closed Corporation—- . .

‘ o Usually thé group _é)f owners is few in number. A .

R * Hy -
e If stock is sold, it is sold to someone who already owns part of the stock. Therefore,
control of the company. does not extend beyond existiqg stockholders.
‘ <& . .
”» *

' e The option of issuing bonds and new stock is not usually used.

3. Describe conditions.under which you would want to offer commion stock.
Generally common stock is issued as a means of raising capital. The selling of stock is also a

means of spreading control of the corporation if so desired. Owners of common stock\gs/na]ly .

have* full voting tights in any decisions of the company. They do not receive a stated dividend,

but do get a share of any profits that are'made. In other words, the dividend may vary or may

not be paid-at all in bad times depending on the earnings of the corporation that quarter. .
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‘4. Identify the types of servicesa franchisor may provide to a franchisee.

Mest fyanchisors provide many services to the franchisee. One of the most important services a
. franchisor.provides is credlt to the franchisee. Credit can be i in the form of inventory or in the
. form of loans.

-

.

'Franchxse&s normally receive special training before opening the business and also might
receive continued managerial assistance such as audits, record-keeping systems, and tax advice.
Franchisees also receive merchandising assistance and the benefit of national advertising and
promotion done by the parent company. All these services are.helpful to entrepreneurs who
want to be their own boss but who may lack expertise in some areas of management, market-
ing, finance, or personnel.

5. It is important that the students are able to identify sources available to help them chbose a
type of ownershlp Have them idéntify at leakt six sources they could use in decision making.

The response should include ¢ome or aft of the following:

.

. ® Small Business Administration

® Local Chamber of Commerce - e

e Local l.)ank ) . | ‘ \\

@ Better Business Bureau -
® Federal Trade Commission v
@& Consumer magazines

‘ - .
e Entrepreneurs you know who are in similar businesses

® Public 'libr:ary : .

6. The response should include at least five answers. These, and others, are possible ans\_.vets: '

/ e Stait-up costs g _‘ T »
e The amount-of control you desire

o The amount of personal risk(you are willing to assume | .

® Need for assistance in particular areas ‘ ) .
+ -
. .

® Need for continuity

® Need for flexibility . .
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ASSESSMENT Directions: Read the following assessmént questions to check your
own knowledge of the information in this PACE unit. When you feel
prepared, ask your instructor to assess your competency. ’

1. Define the mar}«egng concept.

. € . %. \\ . Py
2 Differentiaté-between a seller's market and a buyer’s Tyfet.

3. List five factors that miust bé considered when selecting a

¢ . . , target market. . ,
' Q 4. Describe the three types of markets in our ecorfomy.
. 5. Identify the five steps in-‘)analyz:ing‘mz‘;.rket infortation and
B . describe the activities to be completed in each step.

‘6. ldentify two alternative strategies available to entrepreneurs
for each of the four marketing mix elements:

a .

v 7. Outline.the components of a marketing plan.

¢
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.

1. The marketing concept stresses customer satisfaction and loxg-term profits as the basis for
management decision making.

2. In aseller’s market, few products, limited competition, and high consumer demand give busi-
nesses a great deal of control. In a buyer’s markét, consumers are well informed and have many
products to choose from; therefore consumers are quite powerful in the marketplace.

N . h 3
Characteristics of customers (wants, needs, demographic characteristics)

3. a
b. Costs of selling to a group ) Lot
c. Anticipated sale volume
_d. Size and number of competitors "
’ e. Resources required to serve the market .

(Many other specific fz;ctors could be listed as well)

4. Consumer market—individuals who purchase for their own consumption
* Industrial markets—purchasers who buy for resale or to use in the operation of a business
Nonbusiness organizations—groups or institutions with nonprofit service goals

> 5. Recognize the problem—identify the primary problem rather than its symptoms.
Make a preliminary investigation—review information available insidg and outside of the

business. ;- .

Gather factual information—gather information from discussions with experts or market -
research. "

Interpret the information—analyze the meaning of the information to identify possible
solutions. )

Reach a conclusion—select the best all-around solution and implement it.

/

6. Several alternatives are available for each mix element. Review the list provided within the unit.

7. Market description
Marketing objectives, ,
Competition . -
" _ Environment .
Marketing mix . -
Budget
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Directions: Read the following test items. Answer each item to check
your knowledge of the topics presented in this unit. When you have
completed the items, ask your instructor to check your answers.

1.

Identify and explain the three general factors that should be
considered when analyzing a geographic area as a possible
location for a business.

Identify and explain five factors that should be considered
when selecting sites for the following types of firms:

retail
wholesale
service
manufacturing

Determine the steps to be followed when plannmg the -
selection of a business Slte

List f1ve sources of assistance or information available to help
small business owners plan site selections. Destribe the type
of assistance or information from each source.

Discuss the factors considered in the appralsal of property
when purchasing a business. .

a

o -
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1

1. Economics is the first general factor to consider when analyzing a geographic area. The eco-
nomics of the area will include the type and number of industries. The financial condition of’
the industries and the movement of businesses in and out of the area are also included. The
second general factor to consider is the population. Characteristics such as income and age
levels, location of residential areas, and educational attainment are elements to study. A third
factor conterns competition. Businesses that provide similar or substitute products and services
are in competition. The number, type, and location of competitors need to be identified. Man-
agerial qualities of competitors can also be assessed. '

2. Factorsto consider when selecting,RetaiIt sites include: location of ¢ustomers, traffic patterss,
compatibility of neighboring stores, public transportation, and parking fac}lities.

Factors to consider when selecting Wholesale sites include: access to major highways, zoning
-*  laws, physical facilities, quality of local utility services, and financial condition of area retailers.

Factors to consider when selecting Service sites include: nature of the service, compatibility of
neighboring stores, zoning, and easy access to customers.

Factors to consider when selecting Manufacturing sites inelude: access to the market, avail-
ability of raw materials, quality of labor supply, community services, and community attitudes
towards the business.

~

3. Steps to follow when selecting a business site would include—

. Selecting a general area for consideration.
° Studying several locations within the general area. '
e Establishing site selection criteria.

* e Rating each site. ‘

w . .
® Reviewing your ratings and deciding.

4. Acceptable responses would include some of the following sources:

e Small Business Administration

e Chambers of Commerce

® Trade Associations -

o. Economic Development Agencies . .

o Other Small Business Owners, :

o Consulting Firms : .
e Colleges \

-

5. Factors to consider when appraising a business for purchase should include the reasons the
owner wants to sell, profit potential, reputation with current customers, market value of assets,
and reasonableness of asking price. :

/
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Directions: Read the following questions about financing the business.
These questions are for you to check your knowledge about this topic.
When you feel ready, ask your instructor to assess your knowledge on
them. . ' :
L]
1. Explain how to determine the different types of costs that
must be, considered when starting a new business.

2. Compare the advantages and disadvantages of the various
sources of financing for a new business.

3. Describe the sources of loans that may be available for
financing a new business. )

4. Describe the information that must be provided in a loan
application package. :

5. Explain the criteria used by lending institutions to evaluate
loan applicants.

ar

y \
225
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2. Equity financing:

4

*  MODEL ASSESSMENT RESPONSES ,

1. Some of the different types of business costs are startup costs (business license, starting inven-
tory and equipment, initial advertising costs); operating expenses (rent, utilities, inventory,
payroll); and personal expenses (rent or house payments, food costs, clothing expenses, and

* so on). . )

S
®

]

Advantages \ ©

all profits are the possession of the owner:

reduces the amount of money that must be borrowed; thus the amount of interest to be
paid is reduced;

gives \t)he éutreg{eneur motivation and incentive to succeed;

/ --:
shows good faith and confidence on the part of the owner when applying for a loan or

other credit arrangements. ¢ .

’

Disadvantages
owner tai{es the risk of losing his or her savings;
owner may beforced to sacrifice his or her life style;
owne;' loses the interest earning potential of- his or her saving.s:

»

Debt financing:

Advantages
may be quicker and easier than equity financing;
borrowing can actually save money in certain circumstances;

interest and other costs are tax deductible.

-

- \ Disadvantages
borrowing is usually expénsive;
it is easy to borrow more than can be repaid;

lender usually places rmtr‘ictions on the borrower.

. 226
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~ 3. Sources of loans for new businesses include banks, credit unions, commercial finance com-

panies, consumer finance companies, life insurance companies, savings and loan associations,
and various government agencies.

4. Some of the information that should be included in a loan application package is—
o type of business to be established

] egp‘erienc.é and management capability of the borrower

® estimate of investment that is needed

e current personal financial statement
) ‘ \

e projection of earnings for the business

o collateral to be offered for the loan

~

5. Character refers to the type of person the borrowet is (honest, reliable, etc.).

»

Capital is the amount of money that the person has personally invested in the business.
Capacity relates to the skill and drive of the person in a managerial sense. "
Collateral is the security that the person can offer for the loan.

Circumstances are factor§\that affect the loan but that are not under the contfél of the .

borrower. o ) )
' 4 v

Coverage focuses on insurance protection.

. o .

Q ‘ . . ) - lﬁ(‘ ’l‘




A -

ASSESSMENT

NS

Unit 9
Lgvel 2

Directions: Read the followiﬁg duestions to check your knowledge of

these

competency on them.

1.
2.

tepics. When,you feel preprred, ask your instructor to test your

Identif}the/major legal issues faced by entrepreneurs. ‘

Identify the two major types of contracts used by

. entrepreneurs, -

/

Identify the four types of leases.

Identify the major rights and responsibilities of lessees and
lessors. - )

A

Describe the Uniform Commercial Code. .
Identify special contracts used by entrepreneurs (credit sales
contract, long-term sales contract,'mortgage, and deed of .
trust). -

*+
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Unit 9 \
. Level 2

. MODEL ASSESSMENT RESPONSES !

~

1. Legal questions appear when there are any of the following problems or conditions: form of
orgarization (sole proprietorship, partnership, or corporation); taxes; leases; real estate; delin-
J quent accounts, insurance contracts; estates and wills; purchase agreements; sales contracts;
franchises; general contracts and agreements; and format litigation. . Y
L] N .
. ‘2. Lease and sales contracts are the two most common types of contracts.

3. _The four typés of leases are (1) tenancy for years, (2) tenancy from month to month,.(3) peri-
’‘odic tenancy, and (4) tenancy at will. .

£

4. Rights and Responsibilities of Lessees: v
ey . ' .

Payment of rent )

Use of the property as specified in lease

Maintain reasonable repairs or inform property owner of need to repair

Liability and injury to a third party -

Assignment aAy subletting

® 20 T

Rights and Responsibilities of Lessors:

a. Right to collect rent .

b. Right to enter for inspection or protection if specified in the lease

c. Property repair if specified in lease

d. Taxes . . T ’ ‘

5. g;he-Uniform Commercial Code relates to commercial or business transactions regarding per-
nal property and contracts. It contains detailed rules of conduct for business people.

6. Special Contracts:

Credit sales contract: the purchase of goods on credit
- Long-term sales contracts: refers to the sale of goods or services over a long time period

Mortgage: refers to placing property as security for aloan

Deed of trust: when an entrepreneur borrows money using real property as.collateral, the

holder of the deed of trust lends the money and has the power to sell the property if. pﬂy-

ment is not made ‘ _
/ ’ | ' . )

Fd
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' . Unit 10
. . Level 2

ASSESSMENT: Directions: Read the following items to check your own knowledge of
. these topics. When you feel prepared, ask your instructor to test you
on them. - . : )
« " <

: 1. List and brief'ly.explain three reasons why government
regulations are important to the owners of a small business.

2. Government ;*egulationé provide protection to four major
‘ ayeas of our society. Name these areas and briefly explain the’
- * types of protection provided in each area. ) '
%

3. Licenses and permits may be required for your business.
What are, some of the more common licenses and permits
required by government?

4. Federal, stae, and local governments require the collection
and payment of several taxes. For each of the three levels of
government, list at least four taxes that are the responsibility
of small business owners.

. - 5. Prepare a list of government agencies that can provid%
./ assistarice in complying withk government regulations." The list
| should include at least two agencies from each’of the three
levels of government.




Unit 10
Level 2 - 4

MODEL ASSESSMENT RESPONSES .

1. Purpose of regulatlons Regulatrons are passed to protect and promote a healthy society and
! strong business community. . .

Source of regulations. Governments at all levels pass regulations. The federal government is
responsible for regulating businegs between the states. States, counties, and cities are respon
sible for regulating business activity within their respective boundarles

¥

Impact on small business. Some regulations are designed to protect the small business. How-
ever, the most evident impact is an increased cost and paperwork burden. . .
2. Protection of competition. Regulations in this area are concerned with preventing the growth
s of monopolies and controlling unfair business practico\@,Aet’ions which tend to restrain trade
or promote price discrimination, tied contracts, and interlocking directorates are-examples of
-2  items addressed by these regulations.

\

>

Protection of employees Regulations in this area are concerned with maintaining the health,
safety, and economic well-being of workers. The government has set standards of health and
safety for the work place and enforces these standards through inspections. Workers’ economic
well-being is protected by minimum wage, “worker’s compensation, and Social Security laws.
Protection of consumers. Regulations in this area are concerned with unfair business practices
and the safety of prodhcts. Business persons are responsible for the safety of the consumers of
their products. Consumers also have the right to be informed, in language they understand
about the care and.use of products.

Protection of environment. Regulations in this area are concerned with maintaining a healthy
environment. Cl_ean air, water, and the safe disposal of wastes are covered by these regulations.

3. The following licenses and permits may be mentioned: Federal Communications Commission
. licenses, Civil Aeronautics Board licenses, Board of Health permits, and building permits.

& ~ 4. Federal taxes. Corporate and individual income, excise, employment, Social Security, and
tustoms.
State taxes. Corporate and individual income, gross receipts and sales, capital stock, incorpora-
tion, and employment.

Local taxes. Sales, income, property, and licenses. .

* 5. 'Federal. Small Business Administration, Environmental Protection Agency, Federal Trade
Commission, Health and Human Services, Department of Commerce, Department of Labor,
‘Internal Revenue Service.

/

State. Corporation Commission, State Department of Taxation, State Board of Health.

Local. Planning Commissions, Tax officials, Police and Fire Departments, Health Department.
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C Unit1l

Level 2
s . .. )
ASSESSMENT Directions: Read the following assessment questions to check your
T own knowledge of the information in this unit. When you feel
. prepared, ask your instructor to assess your competency.
1. Identify the five steps)in the decision-making process.
2. Apply the decision-making process to the following situation:
: Two types of desks, standard and executive, can be produced
| ) by the Okey Company. The profit yield on the standard desk _
is $20.00 in contrast to that of $50.00 on the executive desk.
The company can produce a maximum of 600 desks a month. >
Problem: Which desks should be produced?
« . . 3. Distinguish between short-term and long-term planning.
i 4. Identify devices that are available to the manager during the
' ‘ planning process.
' 5. Name the three elements of a business that must be
) organized to promote its smooth operatioh.
6. Identify three bagic activities involved in the control process.
7. Explain why time management is so important in managing
a business.
~ ’ ;~ =~
v
’ \V

"




o ' . MODEL ASSESSMENT RESPONSES

1. Khe decision-making process is a fundamental management skill and is composed of five steps:
(a) identifying the problem, (b) looking for alternatives, (c) gathering facts about alternatives,
(d) evaluating alternatives, and (e) formulating a plan of action.

2. The response should reflect an understanding of the five steBs in the decision-making process
listed above.

3. Short-term plans describe goals and objectives that can be realized in days or weeks. Long-term
plans areidesTgned to achieve objectives over a period of months or years.

4. Rlanning devices include budgets, schedules, standards, policies, and procedures.

, 5. The process of organizing will involve three elements: division of work, the facilities, and the !
workers.

6. The control process involves {a) establishing standards (the planning process), (b) comparing
performance against these standards, and (c) taking corrective agtion if needed.

7. Effective time management will enable a manager to operate a business more efﬁcxently and
thusimprove his or her chances of success.
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o o Unit 12

i Level 2

«

ASSESSMENT Directions: Read the fo]]owmg questions concerning managing human

% . } resources. They are provided for you/to check your knowledge about
this topic. When you feel ready, ask your instructor to assess your
knowledge of tiem. ‘

. 1. Identify the steps involved in hiring employees.

4

/

., ‘ 7 2. Describe the procedures for developing a training program.
. . i
4
. ) 3. Explain the various styles of management.
. , o
. 4. Describe various techniques that may be used to supervise

) ’ o and motivate employees.

: b :
5. Descnbe_variops methods for communicating with employees.

Y

N

6. Discuss various alternatives for evaluating employee
performance.

7. Identify the steps in developing a comprehensnve employee
compensation ‘package.
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Unit 12
_ Level 2 .
) -MODEL ASSESSMENT RESPONSES

1. a. Job analysis {
b. Job description )
¢. Recruiting

* d. Interview

2.

Students should include answers to the following questions:

. What isthe goal of the training?

. What does the employee need to learn?

. What type of training is needed?

. What method of instruction will you use?

. What audiovisual aids will you use?

. What physical facilities will you need? ' a

. What about the timing? ) /
. Who will be selected as instructor? - - ) ~

i. What materials should be selected?

1

[

q

i

o
— P = 5700 @ 2.0 =2

. What checks or controls will you use? . . L]
How should the program be publicized?

. 3. The autocratic manager tells employees how to do a job, and if necessary threatens employees.
Sometimes the autocrat tells and explains, using positive reinforcement if the emplqyee
deserves it. The democratic manager explains the job to the employee, but allows him or her
to make decisions concerning how to do it.

Emphasize skills, not rules. N : »
Set high standards for yourself and subordinates.

Know your subordinates-and try to determine what is important to each.

Listen thoughtfully and objectively.

Be considerate and courteous.

Be consistent in your behavior and mood.

Give directions in terms of suggestions or requests.

Delegate responsibility to subordinates when appropgiate.

Have faith in your employees and show them you expect the best.

Keep your employees informed about the business.

Ask employees for their suggestions and ideas—then listen carefully.

Give employees, when possible, a chance to take part in decisions. \

Make your employees feel important and valued.

Inform your subordinates of their progress or lack of it in a positive way.

Offer constructive criticism in private. , -

Praise your employees in public.

Set a good example yourself.

Be able to’ accept constructive criticism yourself.
Be understanding with employee problems. .
Allow employees freedom when it produces positive sesults. *

-~

‘
tp 2B OB E KPR e TR

236"

o . : | 2i1,

j. What will-the program cost? - - - B




Unit 12
Level 2

Company handbook " \
Newsletters SR
Interoffice memos

’ 4
Develop an evaluation form :
Establish an evaluation schedule .
Involve the employee in his or her evaluation

. Thesteps are:

Defining the jobs: this is done with the job description.
Evaluating the jobs: this means ranking the jobs by difficulty and responsibility.
Pricing the jobs: this can be done by seeing what the going rate is outside the firm,
" Installing the plan: this means determine how the plan will be administered to pro¥de for
individual pay increases.
e. Communicating the plan to employees: this may be done through personal letters or a
meeting. ' :
f. Appraising employee performance under the plan: this provides input for updating and
improving the plan. -“ o ; - -

B0 oo

-
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ASSESSMENT

Unit 18 °
Level 2

»

Directions: Read the follomng’assessment questlons‘to check your
knowledge of these topics. When you feel prepared, ask your
instructor to assess your competency on them.

1. List the three parts of a promotional objective and develop
one example of an objective. .

2gy Discuss the strengths of four advertising media.

3. Différentiate between consumer and-trade sales promotion/
methods and give two examples of each. :

4. Illustrate how per person costs for alternative promotional
methods should be determined and used In promotional
planning.

"

o
5. Evaluate the advantages and dlsadvantages of an advértising
agency to a sma]l business.

6. List ten activities that a small business could include in a
public relations program and descmbe why each actmty
would be valuable.

—

-
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MODEL ASSESSMENT RESPONSES

fa—y

. ® The people to be informed. -
e The change or action expected from the consumer.
e A standard to measure effectiveness of promotion.
(Several examples of objectives are given in the unit.)*

2. Newspaper—wide readership, low cost, flexible
Television—large audience, sound and movement
Radio—local, flexible, low cost .
Direct mail—can reach specific people with a brief or lengthy message
(Others are listed in the unit.)

3. Consumer sales promotion is directed to the final purchaser through items such as trading
stamps and coupons. ;

Trade promotion is directed to resellers and is designed to encourage the reseller to handle the
product through incentives such as advertising allowances and push money.

4. Divide the number of persons exposed to the bromotion by the total cost of the promotion.
After the per person cost is determined, the audience of each method should be analyzed to
see how much of the total audience is a part of the business market.

5. The agency can provide a variety of planning, development', and research services for the busi- \
ness as well as assistance in placing ads in the media. The cost may be partially paid through
commissions charged to the media by the agency. However, the agency may sfill be expensive
and may not have much experience with small businesses. .

6. Many public relations activities are described in the unit. Others could also be listed. Justifica-
tions should relate to ’ improved image for the business within the community. >




Unit 14
Level 2

/ .
ASSESSMENT Directions: Read the following assessment questions to check your
a , own knowledge of these topics. When you feel prepared, ask your
instructor to assess your competency on them.

1. Name five different types of customers based on types of
) ( personalities. Describe each type and provide some
L L_/ suggestions on how a salesperson might successfully handle
each type.

2. Discuss why it is important for a salesperson to possess
complete knowledge about the products or services he/she
sells.

?

3. Presentation is a very important part of the sales process. .
iscuss some of the positive and negative characteristics of an
ffective sales presentation. )

4. Define prospecting. What are some of the sources availéblg’
for finding new prospects?




Unit 14 ) '
Level 2 ’

M®DEL ASSESSMENT RESPONSES

-

1. The response should include some of the following information.

TYPE OF CUSTOMER
HOW TO RECOGNIZE

HOW TO HANDLE

TYPE OF CUSTOMER
HOW TO RECOGNIZE

S

HOW TO HANDLE -~

TYPE OF CUSTOMER
HOW TO RECOGNIZE

. HOW TO HANDLE

TYPE OF CUSTOMER
HOW TO RECOGNIZE

HOW TO HANDLE

Browsing (casual) customers

ao o

e

Say they are just looking.

Move slowly and finger merchandise.
Often move away when approached.
May buy on impulse.

Be pleasant and welcome to look. =
Don't pressure.

. Inv1te back to store, even if the customers dob\\buy'.

Talkative (friendly) customers

o op

®po0 T

Arefriendly, jovial. . '
Like to talk and gossip.

Apt to discuss personal matters.
Will hold up other customers.

Listen.

Don’t become personal.

Don’t gossip.

Bring back to topic of merchandise.
Don’t get impatient.

Silent (unfriendly) customers ‘

0o Te

mo .o oo

Are not positive in nature. ,’
Are not enthusiastic.
Talk very little.

Don'’t talk too much.

Watch their actions.

Demonstrate merchandise.

Give selling points slowly.

Be patient.

Ask questions with a “yes” or “no” answer.

Undecided customers

o ore

oo o

Continually change their minds.

Are afraid of not getting their money’s worth.
Dften will go home to think about it.

Don’t know merchandise. ,

Help customers decide.

Stress economy and quality.

Be firm and convincing.

Show a variety of merchandise, one item at a time.
Look for signs of mter%t

v
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. Level 2 -

TYPE OF CUSTOMER Decided (deliberate/positive) customers

HOW TO RECOGNIZE a. Know what they want.

b, Are busihesslike in nature.
Are direct in manner.
Ask for specific items.

Ao

*Show merchandise quickly.
Give selling points in direct, businesslike manner.
Let customers do the talking. -
Use caution in suggesting substitutes. .

HOW TO HANDLE

o T

TYPE OF CUSTOMER Hurried, netvous, impatient customers . '

. HOW TO RECOGNIZE Quick and abrupt.
Act nervous.
Demand attention quickly.

Often talk fast and loud.

Serve promptly.

Sympathize with their problems

Be alert—act quickly.

Use caution in suggesting substitutes.

Cover-steps of a sale as soon as possible. .

©

Ao T

HOW TO HANDLE

(LI

2. Itis the responsibility of every salesperson to develop and maintain merchandise expertise in
order to effectively communicate with customers. Customers usually have questions and the
salesperson should be in a position to provide the product/service information the customer

eeds- This will aid in the customer making a wise buying decision.

'\ " Having product or service knowledge is becoming more essential b¢€ause products and services ,.——/""‘
. are becoming more complex and customers are better educated @nd more demanding. It is
important for a salesperson to possess complete knowledge about the product or service in
. order to make effective sales presentations. Successful salespeople Know their merchandise
thoroughly before they make a‘sales presentation. When you are selling expensive, compli-
cated _and technical products, complete knowledge of the merchandise is invaluable.

3. Presentation is a very important part of the sales process. Discuss some of the positive and
negative characteristics of an effective sales presentation. <

Your response should have included some of the following information:

K )

e DO: .
a 4 ‘.
a. Present the product/service promptly and stress values and benefits.

b. Determine the interests of the customer and know why custgmers buy your product.

ped

¢. Involve the customer and appeal to several senses in the presentation.

d. Know yourself, your customers, your store, and understand what &our goods and services
can do for the customer. .

’

-
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DONT: , ,
a. Stress price and confuse the customer by showing too many items at once.

b. Start at an extremely low or high price if no price preference is stated by the customer.

-

c. Forget the buying motives of your customer. -
]

d. Ru_sh the customer.

.-
\ . e. Push your personal preferences onto the customer, even if an opinion is asked.

r . y .
4. Prospecting is the process of replacing or adding new saleg contacts to one list of customers.
Sources available for finding new prospects include:
N

a. joining organizations
b. making contact with people who do business with your type of c;lstomers
c. getting additional prospects from current customers
d. surveying public references

e. canvassing door-to-door

f. reading directories and trade registers

[
. . .
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. - Unit 15
8 : ’ Level 2

N R
¢ b

ASSESSMENT Directions: Read the following questions to check your own
A knowledge of the information in this unit. When you feel prepared,
ask your instructor to assess your competency on them.

1. Identify sources of assistance for keepir;g the business

records. .
v 2. What t&fp.es of data can be provided through business records?
3. Wh_at is a journal? '
‘4 Whatisa ledger? :
. " 5. Specify the types of payroll information that the small :
business owner/manager will neeq to keep. &+

. .. 6. Describe the following types of journals:
¥ 0‘ < '

e daily sales and cash summary

® accounts receivable

e accounts payable.

7. Define the term “inventory”.

: 3
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. Business records can help\ you formulate answers to the following questions:

'MODEL ASSESSMENT RESPONSES

. Sources of assistance for recordkeeping include: having an employee keep the records, or hir-

ing a full-time bookkeeper or an accounting firm. Suppliers or trade associations can provide
sample accounting records. In addition, simplified recordkeeping books can be found in local
office supply stores. Colleges with business courses might provide assistance or a part-time

.cooperative vocational educatipn student could be hired to set up and njaintain the records.

Government agencies also provide assistance. | .
* 1

® How much.business are you doing? . o
- ® What are your expenses? Which expenses appear to be too high?
® What is your gross profit margin; your net profit? .

® How much are you collecting on your charge business?
s .
® What is the condition of your working capital? ’

® How much cash do you have on hand and in the‘ bank?
e How muchd'lo you owe your suppliers?
® What is your net worth; that is, what is the value of your ownership of the business?

[ What are the trends in your receipts, expenses, profits, and net worth?
L]

® s your financial position improving or growing worse?

® How do your assets compare with What yourowe? What is thep}entage of return on
your investment?

e How many cents out of each dollar of sales are not profit?

Business records can also provide you with data needed to compare your firm's current growth -
rate to that of previous years and to compare the present year’s goals with future goals. They
can also provide information to compare your business’s progress with that of similar busi-

nesses.
~

. A journal is a record where an original entry is first made or posted. Some of the types of jour-

nals are the daily sales and cash summary, accounts receivable, accounts payable, and the pay-

.roll register.

. A ledger is a record that represents a summary or a runmng account of the income and expenses

of the busmoss

~
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Level 2

5. Name of employee, Social Security number, number of exemptions, ending date of the pay
period, hours worked (if applicable), rate of pay, total wages, deductions (federal income tax,
FICA—iiial Security, state or local income tax, state disability insurance, plus any other
deductiofs).

6. a. The daily sales and cash summary is a summary of the amount of cash received, charge
sales, and collections from accounts receivable (money owed to the business from credit
transactions) for a particular day.

, b. The accounts receivable journal is arecord of how much is owed to the business by credit
¢ customers. . }

c. The accounts payable journal is a rdcord of amounts the business owes others for cash
items such as inventory purchases, répair services, and taxes due from payroll.

- 7. Inventory is the raw materials (goods to be resold, parts,shop and office supplies, and machin-
ery-and equipment) needed by the business to perform jts functions.

~e
\
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. ‘ \ Level 2

>

-

ASSESSMENT Directions: Read the following assessment questions. When you fev]
prepared to respond to them, ask your instructor to assess your "
competency on them.

“ 1. List three ’fmportant functions of financial management.

2. Identify the time span within which current assets are
. expected to be converted intg cash.
3. Identify the realistic value that should be placed upon fixed
assets. . .

4. List three examples of intangible,assets.

5. Identify the time period within which a current llablht\
matures (or comes due)
6. Describe how gross marglrils computed.
3

7. leferentlate between selling expenses and operating

. ' expenses. SR
8. List three different gntries that would be recorded on a

. manufacturer’s profit and loss statement.

9. Describe how a cash forecast can. be prepared.

10. List three dlfferent types of depreciation schedules.

\ T 'ﬂ »
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Unit16 . . B ' ’
Level 2 : )

10.

MODEL ASSESSMENT RESPONSES
— tT

/
Financial management is involved with the functions of (a) analyzing the components of the
balance sheet and profit and loss statements, (b) determining cash flow needs, and (¢) com-
puting break-even points. -

Current assets should be able to be converted into cash within twelve months.

The market value should be the more reglistic value placed upon fixed assets. ,
Three examples of intangible assets are (a) goodwill, (b) franchise, and (c) atents and copy-
rights.

v

A current liability matures or comes due within twelve months.

Gross margin is computed by subtracting the cost of goods sold from the net sales.

The basic difference between selling and operating expenses is that selling expenses result
from activities performed to increase the-sales volume. Operating expenses are incurred in

the general operation and administration of the business.

Three different entries on a manufacturer’s profit and loss statement are (a) raw materials,
(b) direct labor, and (c) manufactunng overhead. y

A cash forecast is prepared by determmmg expected revenues and expenses taklng into con-
sideration vanatlons .in business seasons, cycles, and needs.

Three different types of depreciation are (a) straight line, (b) dechmng balance, and (¢) sum
of the years-digits. .




, Unit 17
_ Level 2 .
| )
ASSESSMENT Directions: Review the following statemerits to check your own
, knowledge of these topics. When you feel prepared, ask your
! instructor to assess your competency on them.
. 1. Identify three factors that are used to set credit limits.
2. Explain what types of information you would include in a
credit record for an individual customer.
, ,
3. Describe how an average accounts receivable collection period
L : . can beé calculated. .
.4. Explain how the average accounts receivable collection period
can be used to identify credit problems in a business.
5. Describe the format that could be used to design an accounts
receivable aging system. .
‘ 6. Identify and discuss six effective internal collection
procedures. v
7. Identify and discuss four effective external collection .
procedures. . '
\ 8. Identify and discuss attitudinal problems managers have
\\~ about credit collections.




Unit 17 : ' .
Level 2 . .

MODEL ASSESSMENT RESPONSES

’ 7
1. Three factors upon which the setting of credit limits is based include (a) the required payment
period, (b) the customer’s past record of payment, and (c) the customer’s potential for future
payments. :

2. Types of information contained in a credit record could be (a) the customer’s name, (b) cus-,
tomer address, (c) the maximum credit allowed, (d) the date an item was purchased, (e) the
item purchased, (f) the amount of purchase, and (g) the payments received and the outstand-
ing balance. .

3. An average accounts receivable collection period can be calculated by dividing the total
accounts receivable by the average daily credit sales.

4. The average accqd Yeceivable collection peridd can be used to determine if this period
exceeds the terms of your credit sales. A problem in collections can thereby be identified.

F

5. An accounts receivable “aging” system format could be designed to divide each customer’s }
N account into amounts that are 0-30°days old, 31-60 days old, 61-90 days ol(;, etc.
6. Effective internal credit collections procedures could include (a) proper invoice preparation,
(b) wide use of cash discounts, (c) understanding payment terms, (d) meeting special condi-
tions, (e) preparing customer statements, (f) assessing delinquency charges, and (g) maintaining
customer follow-up. oo
7. Four effective external credit collection procedures.could include (a) review of outstanding
balances, (b) submission of a personal letter with the statement, (c) personal phone calls, and
(d) collection agencies and the courts. ‘ .o

O

8. Common managerial attitudinal problems regarding credit collections involve a reluctance to
" offend customers and to complete necessary collection and follow-up activities. -

252




. Unit 18
' Level 2
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ASSESSMENT Directions: Read the fo]]owin‘%ﬂ)estions to check your knowledge of

\ ‘ the information in this unit n you feel prepared, ask your
instructor to assess your competency on them.

s

1. Name and explain five low-cost activities that a business can

N v use as precautions against shoplifting losses.
2. Identify the best tool that an entrepreneur can use to detect
employee theft.
. . 8. Define vendor theft.
4. Explain the effect that a “no check cashing policy can have
ona bUsiness
5. 'Explain why it might be.a good policy to keep signs and
posters out of store windows.
o 6. Identify factors that an entrepreneur should consider before
/ deciding upon the types of insurance he or she will purchase.
/

. ‘ 253
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MODEL ASSESSMENT RESPONSES -
Ri

1. Responses could include descriptions of alert, aggressive selling activities; proper store layéut »
and merchandise display techniques; and efficient check out progedures.

2. The best way to detect employee dishonesty is through pesonal observation. For example,
- observe cash register clues such as too many “no sales” or allarge number of voids, or observe
/ if an employee is living beyond his or her means.

3. Vendor theft occurs when the delivery person leaves fewer items than are signed for by the
employee checking the shipment into the store. Vendor theft occurs because the employee
doesn’t take time to accurately count the delivery. ' .

4. The risk of loss due to accepting bad checks is eliminated but the business may also lose sales
because some customers don’t shop where they cannot make purchases by check or credit card.

5. A clear, unobstructed view allows passers-by and the police to keep an eye on t)he business
interior in case of robbery or burglary. C

6. Insurance considerations will vary. The type of business and degree of fisk the entrepreneur is
willing to assume will determine the types of insurance to be purchased. '
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Note to Instructor: . ‘ R
See extensive resource lists in the PACE (Revised) Resource Guide.
4 '




%

SELECTED CURRICYLUM RESOURCES

American Association of Community and Junior Colleges. Four Modules in Small Business: Student
Guidebook. Washington, DC: American Association of Community and Junior Colleges.

The American Enterprise Series. Austin, TX: Center for Occupational Curriculu Develox;ment,
The University of Tekas at Austin, 1976. )

American Institutes for Research. Preparing for Curriculum Change. Vocational Education Curricu- . '
lum Specialist (VECS) Series, no. 15. Palo Alto, CA{ American Institutes for Research, 1981.

~

American Institutes for Research in the Behavioral Sciences. Entrepreneurship Taaining Compo-
- nents. Madison: Wisconsin Vocational Studies Center, 1980.

A Handbook on Utilization for the Entrepreneurship Training Components for Vocational
Education. )

Getting Down to Business: What's It All About? Module f*

: What’s It All About ? Module 1. Teacher Guide. »

" Getting Down to Business:
Getting Down to Business:
Getting Down to Business:
Getting Down to Business:
Getting Down to Business:
Getting Down to Business:
. —
Getting Down to Buszpess:
Getting Down to Business:
Gettt;ig Douwn to Business:
Getting Down to Business:
. / .
Getting Down to Business:
Getting Down to Business:

Getting Down to Business:

: Tee Service. Module 3.

: GardwCenter. Module 4.

Fertilizer and festici_de Service. Module 5.
Dairy Farming. Module 6.

Bicycle Store. Module 10.

Flower and PlanhStore. Madule 11.
Innkeeping. Module 13.

Nursing Service. quule 14.

Wheelchair Transportation Service. Module 15.
Health Spa. Module 16.

Ho‘usecleaning Service. Module 24.

Sewian Service. Module 25.

Home Attendant Service. Module 26.

Guard Service. Module 27.

Pest Control. Module 28.
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——~ Getting Down to Business: Auto Repair Shop. Module 31.

(Entrepreneurship Training Components continued)

Getting Down to Business: Energy Specialist. Module 29.

(  Getting Down to Business: Welder. Module 32. -

Getting Down to Business: Construction Electricign. Module 33. ,
Getting Down to Business: Plumbing Business. Module 35. ‘ ‘

Getting Down to Business: Air Conditioning and Heating Service. Module 36.

Arizona State University. Preparing for Entrepreneurship. Phoenix: Arizona Department of Educa-
tion, Research Coordinating Unit, 1979.

Arkansas Department of Education. Small Business Ownership Management Entrepreneurship.
Fayetteville: University of Arkansas, 1978. ~

Athena Corporation. Minding Your Own Small Business. Bethesda, MD: Athena Corpm:ation,
June 1976.

Broadnax, Reginald; Emergy, Ervin A.,Jr.; Shell, Vicki; and Turner, Betty H. Development and
Validation of Competency Based Instructional Systems for Adult, Post Secondary, Special ,
Needs and Entrepreneurship via the IDECC System. Columbus: Interstate Distributive Edu-

cation Curriculum Consortium, The Ohio State University, March 1979.

CRC Education and Human Development, Inc. Small Business Management and Ownership: Mind-
ing Your Own Small Business, An Introductory Curriculum for Small Business Management.
Vol. 1. Washington, DC: U.S. Government Printing Office, 1979.

CRC Education and Human Development, Inc. Small Business Management and Ouwnership: Some-
thing Ventured, Something Gained, An Advance Curriculum for Small Business Management.
Vol. 2. Washington, DC: U.S. Government Printing Office, 1979.

CRC Education and Human Development, Inc. Small Business Management and Ouwnership: Loca-
tion Decisions, A Simulation. Vol. 3. Washington, DC: U.S. Government Printing Office,"1979.

CRC Education and Human Development, Inc. Small Business Management and Ownership: Mini-
- Problem in Entrepreneurship, Small Business Management. Vol. 4. Washington, DC: U.S.
Government Printing Office, 1979. ,

Designing a Marketing Plan for Small Business Management . Columbus: Vocational Instructional
Materials Laboratory, The‘Ohio State University, 1982. , —

Doin’ Business. (includes slide/tape presentation) Austin, TX: Center for Occupational Curriculum
Development, The University of Texas at Austin. x

Economics and Marketing Learning Activities Packages (LAPs). Columbus: Interstate Distributive.
Education Curriculum Consortium (IDECC), The Ohio State University. |
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The Economics of Free Enterprise. Reston, VA: National Distribl'lt\i(e‘tducation Clubs of America
% (DECA), DECA Related Materials.,

~

v

Estimating Sales and I/ fits by Class or Department. Columbus: Vocational Instructional Materials
Laboratory, The Ohio State University, 1982.

Fergi Builds a Business Series (filmstrip cassettes): If the Fergi Fits, Wear It; Fergi Goes, Inc.; Fergi R
Diversifies; Fergi Meets the Challenge. Burbank, CA: Walt Dishey Educational Media Co.

Greenwdod, K.M. Apparel Shop Entrepreneurship (ASE), Instructional Materials. Stillwater, OK:
State Departfnent for Vocational-Technical Education, Curriculum Development Center, 1979.

I-idlt, Nancy. Small Business Management and Ownership. Vol. 1, Minding Your Own Small Busi-
ness, An Introductory Curriculuna for Small Business Management. Washington, DC: U.S. ~
Government Printing Office, 1979.

Holt, Nancy. Small Business Management and Ownership. Vol. 2, Something Ventured, Something
Gained, An Advanced Curriculum for Small Business Management. Washingtorn, DC: U.S.
Government Printing Office, 1979.

Hutt, R.W. Creating a New Enterprise. No. D50. Cincinnati, OH: South-Western Publishing, 1981,
The Interstate Distributive Education Curricula Consortium (fDECC). Economics and Marketing.
" Columbus: The Interstate Distributive Education Curricula Consortium, The Ohio State Uni-
versity, 1979.

The Interstate Distributive Education Curricula Consortium (IDECC). Human Relations. Columbus:
The Intergtate Distributive Education Curricula Consortium, The Ohio State University, 1980.

Koeninger, J.G., and Hephn, T. Jeffrey’s Department Store: A Retail Simulation. New York: Gregg
Division, McGraw-Hill Book Company, n.d.

' Kuebbeler, Gary L. Going into Business for Yourself. Columbus: Ohio Distributive Education Mate-
( rials Lab., The Ohio State University.

Liles, P.R. New Business Ventures and the Entrepreneur. Homewood: Richard D. Irwin, Inc., 1974.

Lucas, S.R. Financial Management. (Transparenc1es) Austin, TX: Center for Occupational Curricu-
lum Development, University of Texas at Austin.

-

McFarlane, Carolyn. Entrepreneurship Training Component. Madison: Wisconsin Vocational Studies
Center, University of Wisconsin.

Michigan Marketing and Distributive Education Curriculum Committee. The School Store . . . Mak-
ing It Work. The University of Michigan, 1980.

The National Center for Research in Vocational Education. Entrepreneurship Package. Columbus:
The National Center for Research in Vocational Education, The Ohio State University, 1978.

The National Center for Research in Vocational Education. PACE—A Program for Acquiring Com:
petence in Entrepreneurship. Columbus: The National Center for Research in Vocational Edu-
cation, The Ohio State Umversnty, 1979.
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Nelson, Robert E. ‘‘An Innovative SBI Program for Community College Instructors ” Journal of
Small Business Management 14, no. 2 (1976): 27-30.

New Entrepreneur. Careers for Now Series. New York: ACIL nd.

Ohio Adult Distribuitive Education. Small Business Advertising. Columbus: Ohio Distributive Edu-
cation Materials Lab., The Ohio State University, 1976.

Pricing. Columbus: Vocational Instructional Materials Labotatory, The Ohio State University, 198.“2.

Reece, Barry. Achieving Success in Small Business. A Competency-Based Educational Program for
Persons Interested in §mall Business Ownership. Madlson Wisconsin Vocational Studies Cen-
ter, University of Wisconsin.

Reece, B.L., and Lynch R.L. Developing Competency Based Individualized Instruct’zon Modules for
Owner Managers of Small Business Firms. Project Abstract. Washington, DC: U.S. Offlce of
Education, Bureau of Occupational and Adult Educatlon 1977.

Short Term Financing. Columbus: Vocational Instructional Matenals Laboratory, The Oth State
Umverslty, 1982. \ .

Shuchat, Jo and Otto, Judith. Small Business Management dnd Ownership: Vol. 3, Location Deci-

sions, A Szmulatzon Washington, DC: U.S. Government Printing Office, 1979,

Shuchat, Jo. Small Business Management and Ownership. Vol. 4, Mini-Problems in Entrepreneur-
ship, Small Business Management. Washington, DC: U.S. Government Printing Office, 1979.

Shuman, J.C., and Hornady, J.A. “Experiential Learning in an Entrepreneurship Course.’’ Proceed-
+ ings. New Orleans: Academy of Management, 1975. ,
S

The State Education Department, Bureau of Continuing Education Curriculum Development Small
Business Management Adult Course Outline. The Umversny of the State of New York, Albany,
1968.

The State Education Department, Bureau of Continuing Education Curriculum Development. Small
Business Management Part I. The University of the State of New York, Albany, 1968.

The State Education Department, Bureau of Continuing Education Curriculum Development. Small
Business Management Part II. The University of the State of New York, Albany, 1970.

To the Top—An Economic Board Game. Columbus: Instructional Materials Laboratory, Thethio
State University.

Training Research and Development Station, Department of Manpower and Immigration~Small
Business Management. 3d ed. Saskatchewan NewStart Prince Albert, Saskatchewan, Canada,
1973.

University of Western Illinois. Entrepreneurship Education: Applymg the Skills. Macomb: Cumcu
Ium Publication Clearinghouse, 1980.
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University of Western Illinois. Entrepreneurship@ cation: Learning the Skills. Macomb. Curricu-

lunf Publication Clearinghouse, 198"0.

University of Western Illinois. £ rep;-eneursth ducation: Supplementary Readings. Macomb.
Curriculum Publication Cledringhouse, 1980.

Virginia Polytec'hrh‘cal Instl‘tute and State Um\;erSIty Achieving Success in Small Business: A
Competency-Based Educational Program for Persons Interested in-Small Business Ownership.
Madison: Wisconsin Vocational Studles Center, 1977.

Wmter, G. Resource Guide for Entrepreneunal Training. Albany, NY SUNY, Two Year College
Development Center, 1979. 7 ]

Winter, G. Small Business Training Community Needs Assessment Guide. Albany, NY: SUNY, Two
Year College Development Center, 1979.

Winter, Gene M., and Fadale, LaVerna M. Sourcebook for Fmproving Po\stsecondary Self- Employment
Programs. Albany, NY: SUNY, Two Year College Development Center, 1979. -
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"t inowviova MQDULES - °

\

v

Unit 1. Understanding the Nature of Small Business
Unit 2. Determining YourPotential as an Entrepreneur
Unit 3. Developing the Business Plan

Unit 4. Obtaining Technical Assistance

Uait 5. .Choosing the Type of Ownership

Unit 6. Planning the Mﬁl}\g Strategy

Unit 7. Locating the Business ’

Unit 8. Fipapcing the Business

Unit Q.Ce:?n‘gtitﬁ Legal issues .

Unit 10. Complying with Government Regulations

. Unit 11. Managing the Business - '
Unit 12. Managing Human Resc;urces
Unit 13. Promoting the Business
Unit 14. Managing Sales Efforts
Unit 15. Keeping the Business Records
Unit 16. Managing the Finances
Unit 17. Managing Customer Credit and Collections

Unit 18. Protecting the Business®

4
Prices include postage and handling.

To order Modules

Level 1
RD 240 AB 1
RD 240 AB 2
RD 240 A8 3
RD 240 AB 4
RD 240 AB 5
RD 240 AB 6
RD 240 AB 7

RD 240 AB 8

RD240AB9 .

RD 246AB 10
RD 240 AB 11
RD 240 AB 12
RD 240 AB 13
RD 240 AB 14
R'D 240 AB 15
RD 240 AB 16
RD 240 AB 17

RD 240 AB 18

E 2

To order Modules

i;i

Level 2
RD 240 BB 1
RD 240 BB 2
RD 240 BB 3
RD 240 BB 4
RD 240 BB 5
RD 240 BB 6
qu\TBB 7
RD 240 BB B

RD 240BB S

RD 240 8B 10

RD 2408B 11

RD 2408812

RD 2408BB 13 .
RD 240 BB 14

RD 2408B 15 .

RD 240BB 16
RD 2408BB 17

RD 240 BB 18

PRICE

2.50 each

To order Modules

Level 3
RD 240 CB 1
RD 240 CB 2
RD240CB3
RD 240 CB4
RD 240 CBS

——
RD 240 CB 6
RD240CB7
RD240CB8
RD 240 CB 9
RD 240 CB-10
RD 240 CB 11
RD 240 CB 12
RD 240 CB 13
RD240 CB 14
RD 240 CB 15
RD 240CB 16
RD 240 CB 17

RD 240CB 18
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Complete listing of module tities and order numbers shown on ppposite page.

ORDERING INSTRUCTIONS

<
PURCHASE OPTIONS for PACE (Revised)
! -
Specify Ordar Number Price
Compilete Set (instructors’ Guides,
18 Modules for three f
levels, and Resource
Guide) RD 240 $120£0{set
Level 1 Level 2 Level 3 s
Sets by Levels (Instructors’ Guide, ,
18 Modules, and
Resource Guide) RD 240 A RD 2408 RD240C 45.00/level
Individual Items
Instructors’ Guide , RD 240 AA RD 240 Bé\ RD 240 CA 14.50/ea.
r Resource Guide i RD 240D (same for ali levels) 7.95/ea.
[4 ‘ -
Module Sets RD 240 AB RD 240 BB RD 240CB 35.00/set

To order additional copiss, please use order num-
ber and title. Orders of $10.00 or less should be
prepaid. Make remittance payable to the National
Center for Research in Vocational Education. Mail
order to:

The National Center for Research
in Vocational Education

National Center Publications, Box F

1960 Kenny Road

Columbus, Ohio 43210

Prices listed are in effect at the time of publica-
tion of this book. All prices include postage and
handling. Prices are subject to change without
notice.

Quantity Discounts

Orders of five (5) or more items, as listed by
publication number and title, with a total dollar

value for the order of:

$ 50 to $100, the discountis 5%
$101 to $200, the discount is 10%
$201 to $300, the discount is 15%
$301 to $400, the discount is 20%
$401 and above, the discount is 25%

Iptergational Orders )
All omr%a?,‘in any amount, from outside the

United States and its possessions are to be paid in
U.S. currency. Additional postage and handling
charges may be added for foreign shipments if
necessary.
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Level 2

PACE

Unit1. Understanding the Nature of Small Business
Unit2. Determining Your Potential as an Entrepreneur

Unit3.- Developing the Business Plan ‘

Unit4. Obtaining Technicat Assistance " ~N
Unit5. Choosing thq Type of Ownership ) i
Unit6. Planning the Marketing Strategy ‘
Unit7. Loc'gting the Business - ‘ )
Unit8. Financing the Business )
Unit9. Dealing with Legal Issues E

Unit 10.’“(’30mplying with Government Régulations *

/ Unit 11.  Managing the Business . .

2

Unit 12. Managing Human Resources °

Unit 13. Promoting the Business

Unit 14. Managing Sales Efforts,

Unit 15. Keeping the Business Records

y Unit 16. Managing the Finances

Unit 17. Managing Customer Credit and Collections
Unit 18. Protecting the Business N o

Resource Glide

instructors' Guide

Units on the above entrepreneurship topics are available at the followi-ng th}ree levels:
e Level 1 helps you understand the creation and operation'of a business

e Level 2 prepares you to plan for a business in your future
e [level 3 guides you in starting and managing your own business

. ’
-
\ .
. R .

-

The Ohio State University
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